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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing 
serves  as  a  means  of  summarizing  the  recommendations  con- 
tained in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  replies  of  the  Helena  Vocational- 
Technical  Center  and  the  Helena  School  District  No.  1 
Board  of  Trustees  and  the  Executive  Officer  of  the 
Board  of  Public  Education  are  included  in  the  back  of 
this  report. 

Page 

Legislation  be  enacted  to  clarify 
the  authority  to  charge  student  fees 
and  provide  for  their  disposition  at 
vocational-technical  centers.  11 

Agency  Reply:   Concur.   See  page  100. 
Executive  Officer  Reply:   Concur. 
See  page  124. 

The  center  comply  with  Board  of  Public 

Education  policies  and  obtain  approval 

of  budget  amendments  prior  to  making  un- 

budgeted  expenditures.  12 

Agency  Reply :   Concur.   See  page  100. 
Executive  Officer  Reply:   Concur. 
See  page  124. 

The  center  include  all  operations  and 
activities  in  the  budget  plans  approved 
by  its  governing  bodies  and  seek  ap- 
proval for  the  use  of  any  additional 
funds.  16 

Agency  Reply:   Concur  partially. 

See  page  100. 
Executive  Officer  Reply:   Concur. 

See  page  124. 

The  Board  of  Public  Education  document 

the  basis  used  to  distribute  funds 

appropriated  by  the  legislature.  17 

Agency  Reply:   Concur.   See  page  100. 
Executive  Officer  Reply:   Concur. 
See  page  124. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  Board  of  Public  Education 
establish  guidelines  requiring  the 
five  centers  to  account  for  finan- 
cial activities  in  accordance  with 
generally  accepted  accounting  princi- 
ples. 22 

Agency  Reply:   Concur  with  qualification. 

See  page  101. 
Executive  Officer  Reply:   Concur. 

See  page  124. 

The  school  district  maintain  its 
accounting  records  and  prepare  finan- 
cial reports  in  accordance  with  gen- 
erally accepted  accounting  principles.  22 

Agency  Reply:   Concur  with  qualifications. 
See  page  101. 

The  school  district  adequately 

document  all  accounting  entries.  25 

Agency  Reply:   Concur.   See  page  103. 

The  school  district  establish 

internal  controls  which  will  preclude 

accounting  data  from  being  changed  or 

input  through  other  than  the  normal 

recording  process.  25 

Agency  Reply:   Concur.   See  page  103. 

The  school  district  record  transactions 

in  the  proper  accounting  period.  25 

Agency  Reply:   Concur.   See  page  103. 

The  center  reconcile  monthly  by  fund 

the  revenue  amounts  recorded  at  the 

center  with  those  recorded  by  the 

school  district.  25 

Agency  Reply:   Concur.   See  page  103. 

The  center  seek  the  cooperation  of 

the  school  district  m  providing 

monthly  revenue  reports.  27 

Agency  Reply:   Concur.   See  page  103. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  center  work  with  the  school 

district  to  eliminate  the  need  for 

duplicate  records.  27 

Agency  Reply:   Concur.   See  page  103. 

The  school  district  record  transfers 
in  a  consistent  manner  and  in  accord- 
ance with  generally  accepted  account- 
ing principles.  27 

Agency  Reply:   Concur.   See  page  104. 

The  school  district  obtain  school 

district  trustees'  approval  to  spend 

clearance  account  funds.  30 

Agency  Reply:   Concur.   See  page  104. 

The  school  district  maintain  a  com- 
plete accounting  for  the  activity  in 
the  clearance  accounts.  30 

Agency  Reply:   Concur.   See  page  104. 

The  school  district  reconcile  finan- 
cial reports  to  assure  proper  report- 
ing of  financial  activity.  32 

Agency  Reply:   Concur.   See  page  107. 

The  school  district  provide  adequate 

documentation  of  adjustments  made 

between  the  financial  records  and  the 

financial  reports.  32 

Agency  Reply:   Concur.   See  page  107. 

The  school  district  include  computer 
edits  in  the  processing  of  account- 
ing data  to  prevent  payments  due  to 
coding  errors.  32 

Agency  Reply:   Concur.   See  page  107. 

The  school  district  report  all  costs 
chargeable  to  the  center  in  its  finan- 
cial reports.  32 

Agency  Reply:   Concur.   See  page  107. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  center  comply  with  its  policy 

for  work  order  approval.  36 

Agency  Reply:   Concur.   See  page  108. 

The  center  allow  only  designated 

employees  to  order  parts.  36 

Agency  Reply:   Concur.   See  page  108. 

The  center  establish  controls  and 

accountability  for  all  work  orders.  36 

Agency  Reply:   Concur.   See  page  108. 

The  center  ensure  that  all  invoices 

are  posted  to  the  appropriate  work 

orders.  36 

Agency  Reply:   Concur.   See  page  108. 

The  center  establish  controls  over 

invoice  credits.  36 

Agency  Reply:   Concur.   See  page  108. 

The  center  maintain  accounting  records 

adequate  to  determine  that  the  parts 

resale  activity  is  operating  on  a 

breakeven  basis.  38 

Agency  Reply:   Concur.   See  page  109. 

The  center  establish  and  consistently 

apply  the  percentage  of  markup  to 

accomplish  the  cost  recovery  goal.  38 

Agency  Reply:   Concur.   See  page  109. 

The  center  post  all  ruined  parts' 

costs  to  the  work  order  established 

to  account  for  student  mistakes.  38 


Agency  Reply:   Concur.   See  page  109 

The  center  discontinue  using  repair 
parts  proceeds  for  unrelated  activity 

Agency  Reply:   Concur.   See  page  109 


The  center  discontinue  using  repair 

parts  proceeds  for  unrelated  activity.  38 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  center  obtain  the  owner's  signa- 
ture on  the  work  order  release  form 
prior  to  making  vehicle  and  equipment 
repairs.  39 

Agency  Reply:   Concur.   See  page  109. 

The  center  establish  adequate  in- 
ternal control  over  the  parts  oper- 
ation. 39 

Agency  Reply:   Concur.   See  page  109. 

The  center  take  a  complete  bookstore 

inventory  at  each  year-end.  41 

Agency  Reply:   Concur.   See  page  109. 

The  center  price  merchandise  accord- 
ing to  the  invoices .  41 

Agency  Reply:   Concur.   See  page  109. 

The  center  accumulate  the  financial 

information  necessary  to  determine 

that  the  bookstore  is  recovering 

costs.  41 

Agency  Reply:   Concur.   See  page  109. 

The  center  obtain  school  board 
authorization  for  all  salary  agree- 
ments for  center  employees  and  adhere 
to  board  policies  concerning  experience 
credit  and  educational  requirements  when 
hiring  new  employees.  43 

Agency  Reply:   Concur  partially. 
See  page  110. 

The  center  require  each  teacher  to 
hold  a  valid  Montana  Teaching  Cer- 
tificate endorsed  for  vocational  edu- 
cation. 43 

Agency  Reply:   Concur  partially. 
See  page  110. 

The  school  board  record  all  official 

board  actions  in  its  minutes .  43 

Agency  Reply:   Concur.   See  page  111. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  center  implement  procedures 
to  strengthen  internal  controls 
over  payroll.  45 

Agency  Reply:   Do  not  concur.   See  page  111. 

The  center  reconcile  the  actual  pay- 
roll with  the  center's  payroll  report 
each  month.  45 

Agency  Reply:   Concur.   See  page  111. 

The  school  district  calculate  over- 
time and  termination  pay  on  a  2,080 
hour  work  year  basis.  45 

Agency  Reply:   Concur.   See  page  111. 

The  school  district  maintain  complete 

payroll  records  for  each  employee.  45 

Agency  Reply:   Concur.   See  page  111. 

The  school  district  properly  account 

for  payroll  expenditures  by  fund 

and  program.  47 

Agency  Reply:   Concur.   See  page  111. 

The  school  district  pay  overtime 

compensation  promptly  in  compliance 

with  state  law.  47 

Agency  Reply:   Concur.   See  page  111. 

The  center  and  txie  school  district 

business  office  personnel  make  daily 

intact  deposits  directly  to  the  county 

treasurer  when  they  have  accumulated  a 

reasonable  amount  of  receipts.  50 

Agency  Replies:   Concur.   See  pages  112. 

The  center  implement  procedures  to 

ensure  that  cash  collections  are 

accurately  recorded.  51 

Agency  Reply:   Concur.   See  page  112. 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  school  district  close  the  Dormi- 
tory Fund  and  the  Work  Study  Fund,  and 
use  the  Tool  and  Entrance  Fee  Fund  only 
when  a  clearance  account  is  required.  54 

Agency  Reply:   Concur.   See  page  112. 

Legislation  be  enacted  to  permit 
school  districts  to  make  refunds  with- 
out decreasing  spending  authority.  54 

Agency  Reply:   Concur.   See  page  113. 
Executive  Officer  Reply:   Concur. 
See  page  124. 

The  Board  of  Public  Education  estab- 
lish a  policy  regarding  the  authority 
for  centers  to  use  insurance  claim 
proceeds .  54 

Agency  Reply :   Concur.   See  page  113. 
Executive  Officer  Reply:   Concur. 
See  page  124. 

The  center  seek  the  cooperation  of  the 
school  district  in  ensuring  that  rev- 
enue is  recorded  in  the  proper  year.  55 

Agency  Reply:   Concur.   See  page  113. 

The  center  maintain  adequate  accounts 

receivable  records.  56 

Agency  Reply:   Concur.   See  page  123. 

The  center  develop  a  standard  procedure 

for  billing  accounts  receivable.  55 

Agency  Reply:   Concur.   See  page  123. 

The  center  implement  an  accounting 
system  that  properly  records  trans- 
actions and  provides  an  adequate 
audit  trail  for  the  student  financial 
aid  transactions.  58 

Agency  Reply:   Concur.   See  page  113. 

The  center  record  work  study  payroll 

transactions  when  they  occur.  60 

Agency  Reply:   Concur.   See  page  113. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

The  center  require  that  monthly  bank 
reconciliations  be  prepared  for  each 
of  the  financial  aid  accounts.  60 

Agency  Reply:   Concur.   See  page  113. 

The  Board  of  Public  Education  deter- 
mine the  best  way  for  centers  to 
process  student  financial  aid  trans- 
actions and  seek  system  changes  to 
facilitate  the  processing.  62 

Agency  Reply:   Do  not  concur.   See  page  114. 
Executive  Officer  Reply:   Concur. 
See  page  123 . 

The  center  implement  an  accounting 

system  that  properly  records  student 

financial  aid  transactions  and  leaves 

an  adequate  audit  trail.  62 

Agency  Reply:   Concur.   See  page  114. 

The  center  record  all  cash  balances 

on  its  accounting  records.  63 

Agency  Reply:   Concur.   See  page  114. 

The  center  establish  a  nominal  balance 

for  the  bookstore  change  fund.  63 

Agency  Reply:   Concur.   See  page  114. 

The  center  repay  the  deficit  balance 

in  the  operating  fund.  64 

Agency  Reply:   Concur.   See  page  123. 

The  center  make  expenditures  only  to 

the  extent  of  its  cash  collections.  64 

Agency  Reply:   Concur.   See  page  123. 

The  center  use  the  bookstore  cash 

register  to  establish  control  over 

sales.  65 

Agency  Reply:   Concur.   See  page  115. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


Page 


The  center  reconcile  the  cash  register 

control  amount  to  the  daily  deposits.  55 

Agency  Reply:   Concur.   See  page  115. 

The  center  include  all  capital  equip- 
ment on  its  control  listing  and  record 
equipment  at  acquisition  cost  or   at 
fair  value  if  equipment  is  donated.  67 

Agency  Reply:   Concur.   See  page  115. 

The  center  require  contracts  for 

all  lease  agreements.  57 

Agency  Reply:   Concur.   See  page  115. 

The  center  implement  physical  con- 
trols to  safeguard  its  inventories.  68 

Agency  Reply:   Concur.   See  page  116. 

The  center  place  valuations  on  year- 
end  inventories .  68 

Agency  Reply:   Concur.   See  page  116. 

The  center  ensure  that  documents  filed 

with  the  federal  government  for  student 

aid  programs  are  factual  and  accurate.  70 

Agency  Reply:   Concur.   See  page  115. 

The  center  develop  an  accounting 

system  which  would  provide  the 

information  necessary  to  complete 

federal  reports  accurately  and  in 

accordance  with  generally  accepted 

accounting  principles.  70 

Agency  Reply:   Concur.   See  page  115. 

The  center  determine  that  the  proper 

amount  of  administrative  cost  is 

assessed  work  study  employers.  71 

Agency  Reply:   Concur.   See  page  115. 

The  center  transfer  control  of  the 
Judge  Loble  Loan  Fund  and  the  Peter 


SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Nelson  Scholarship  Fund  to  the  student 

financial  aid  office.  72 

Agency  Reply:   Concur.   See  page  117. 

The  center  adopt  procedures  which 

require  written  agreements  between 

the  financial  aid  office  and  work 

study  employers.  73 

Agency  Reply:   Concur.   See  page  117. 

The  center  adopt  procedures  which 
require  financial  aid  award  notifi- 
cations to  be  on  file  for  students 
who  receive  aid.  73 

Agency  Reply:   Concur.   See  page  117. 

The  center  comply  with  section  75-6808, 
R.C.M.  1947,  by  obtaining  bids  for  pur- 
chases exceeding  $4,000.  74 

Agency  Reply:   Concur  partially. 
See  page  118. 

The  center  obtain  school  board  ap- 
proval for  major  changes  in  financing 
programs.  75 

Agency  Reply:   Concur.   See  page  118. 

The  center  keep  its  records  separate 

from  the  adult  education  program.  75 

Agency  Reply:   Concur.   See  page  118. 

The  center  comply  with  the  Board  of 

Public  Education  Policy  Manual  for 

Vocational  Technical  Centers  or  seek 

amendments  to  board  policies.  77 

Agency  Reply:   Concur.   See  page  118. 

The  center  establish  adequate  internal 

control  over  the  cash  receipts  and 

disbursements.  80 

Agency  Reply:   See  agency  reply  page  119. 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 

We  have  examined  the  Statements  of  Cash  Receipts, 
Cash  Disbursements,  and  Changes  in  Cash  Balances  aris- 
ing from  cash  transactions  of  the  Helena  Vocational 
Technical  Center  for  the  year  ended  June  30,  1978.   Our 
examination  was  made  in  accordance  with  generally- 
accepted  auditing  standards  and,  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the 
circumstances  except  as  described  in  the  following 
paragraph. 

Due  to  the  condition  of  the  Center's  accounting 
records,  as  discussed  on  page  33  of  this  report,  we 
were  not  able  to  determine  that  cash  receipts  related 
to  resale  work  orders  were  properly  reported  in  the 
Resale  Fund. 

Consistent  with  the  cash  basis  of  accounting,  the 
Helena  Vocational  Technical  Center  did  not  prepare  a 
statement  of  assets  and  liabilities.   As  a  result,  the 
financial  statements  do  not  report  accounts  receivable, 
accounts  payable,  accruals,  fixed  assets,  and  long-term 
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liabilities.  Accordingly,  the  statements  do  not  pre- 
sent financial  position  and  results  of  operations  in 
conformity  with  generally  accepted  accounting  princi- 
ples. 

Disbursements  of  $3,620  paid  by  the  Dormitory  Fund 
should  have  been  paid  from  the  Building  Trades  House 
Fund  resulting  in  an  overstatement  of  disbursements  of 
$3,620  in  the  Dormitory  Fund  and  an  understatement  of 
disbursements  of  the  same  amount  in  the  Building  Trades 
House  Fund. 

On  page  18  of  the  accompanying  report  we  describe 
revenue  and  expenditure  items  which  were  improperly 
reported  in  the  financial  statements.   As  a  result,  the 
detailed  descriptions  in  the  financial  statements  for 
the  Operating  Fund,  the  Dormitory  Fund,  and  the  Resale 
Fund  do  not  adequately  represent  the  nature  of  the 
activity  reported. 

Note  14  accompanying  the  financial  statements 
describes  indirect  operating  costs  of  $75,000  which  was 
not  reported  in  the  Operating  Fund  financial  state- 
ments . 

Cash  receipts  for  student  fees  belonging  in  the 
Operating  Fund  were  improperly  deposited  to  other 
funds,  resulting  in  an  overstatement  of  receipts  in  the 
Resale  Fund  of  $29,000,  an  overstatement  of  receipts  in 
the  Tool  and  Entrance  Fee  Fund  of  $32,482,  and  an 
understatement  of  receipts  to  the  Operating  Fund  of 
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$61,482.   The  cash  balances  at  June  30,  1978  are  corre- 
spondingly misstated  for  these  funds. 

Operating  costs  for  instructional  supplies  total- 
ing $24,050  were  inappropriately  paid  by  the  Resale 
Fund.   These  costs  should  have  been  charged  to  the 
Operating  Fund.   Disbursements  charged  to  the  Resale 
Fund  are  thereby  overstated  and  Operating  Fund  dis- 
bursements are  understated  by  the  $24,050.   If  these 
expenditures  had  been  charged  to  the  Operating  Fund, 
the  appropriation  for  that  fund  would  have  been  over- 
spent by  $23,047. 

The  June  30,  1978  cash  balances  reported  in  the 
Statement  of  Changes  in  Cash  Balances  reflects  a  $2,222 
transfer  from  the  Tool  and  Entrance  Fund  to  the  Operat- 
ing Fund  which  did  not  take  place  until  July  1978, 
resulting  in  an  overstatement  of  the  cash  balance  in 
the  Operating  Fund  and  an  understatement  of  the  cash 
balance  in  the  Tool  and  Entrance  Fund  by  that  amount. 

The  cash  balance  in  the  Resale  Fund  at  June  30, 
1978  is  understated  by  $8,978  held  m  change  funds  but 
not  recorded  at  fiscal  year-end.  The  cash  balance  is 
understated  by  an  additional  $8,236  because  these  cash 
receipts  were  not  recorded  in  the  proper  year.  Resale 
receipts  for  the  year  were  understated  by  the  same 
amount. 

The  Tool  and  Entrance  Fee  Fund  cash  balance  at 
June  30,  1978  is  overstated  by  $18,012  which  should 

xviii 


have  been  deposited  to  the  Resale  Fund.   Receipts  in 
the  two  funds  are  correspondingly  misstated. 

Work  study  payroll  checks  are  not  recorded  at  the 
time  they  are  written  and  distributed,  resulting  in  an 
overstatement  of  cash  on  the  center's  records  at  both 
the  beginning  and  end  of  the  fiscal  year.  Accordingly, 
the  disbursements  are  also  reported  in  the  improper 
year.  The  amount  of  cash  not  reported  as  disbursed  at 
July  1,  1977  was  $4,797  and  at  June  30,  1978  was 
$4,681. 

The  financial  statements  referred  to  above  were 
prepared  on  the  cash  basis  and,  accordingly,  are  not 
intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  ac- 
counting principles. 

In  our  opinion,  the  financial  statements  referred 
to  above,  except  as  noted  above,  present  fairly  the 
cash  balances  by  fund  as  of  June  30,  1978,  and  the  cash 
collected  and  disbursements  paid  during  the  year  then 
ended  on  a  basis  consistent  with  that  of  the  preceding 
year. 

The  accompanying  supplemental  schedules  presented 
on  pages  87  through  89  are  not  necessary  for  a  fair 
presentation  of  the  financial  statements,  but  are 
presented  as  supplemental  information.   This  informa- 
tion has  been  subjected  to  the  tests  and  other  auditing 
procedures  applied  in  the  examination  of  the  financial 
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statements  mentioned  above  and,  in  our  opinion  except 
as  to  items  described  above  relating  to  the  Operating 
Fund,  is  fairly  stated  in  all  material  respects  in 
relation  to  the  financial  statements  taken  as  a  whole. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 

October  20,  1978 


COMMENTS 
INTRODUCTION 

We  performed  a  comprehensive  financial  compliance 
audit  of  the  Helena  Vocational-Technical  Center  at  the 
request  of  the  Legislative  Audit  Committee.   The  objec- 
tives of  this  audit  were  to:   (1)  address  specific 
legislative  concerns  about  vocational-technical  educa- 
tion and  (2)  express  an  opinion  as  to  the  fairness  of 
the  center's  financial  statements.   Although  the  cen- 
ter's financial  transactions  have  been  audited  annually 
as  part  of  the  Helena  School  District  #1  audit,  this  is 
the  first  time  the  center  has  undergone  a  comprehensive 
review  that  includes  compliance  with  state  and  federal 
laws,  as  well  as  governing  boards'  policies. 

The  director  and  staff  of  the  center  and  the 
school  district  have  indicated  to  us  that  they  have 
already  complied  with  many  of  the  recommendations  in 
the  report  and  that  corrective  action  has  been  initi- 
ated on  many  of  the  other  recommendations. 

We  thank  the  center's  director  and  his  staff  and 
the  superintendent  of  schools  and  his  staff  for  their 
cooperation  and  assistance  during  the  audit. 
BACKGROUND 

In  1969,  the  State  Board  of  Public  Education, 
through  authorization  of  the  state  legislature,  created 
five  post-secondary  vocational  technical  centers  lo- 
cated in  Helena,  Billings,  Butte,  Great  Falls,  and 
Missoula . 
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The  Helena  center  operates  in  two  locations.   The 
airport  building,  which  was  remodeled  in  1973,  houses 
the  following  programs:   airframes  and  power  plants 
technician,  diesel,  one  section  of  welding,  over-the- 
road  truck  mechanics  and  truck  driving,  agri-mechanics, 
and  machine  shop. 

The  Roberts  Street  building  houses  the  following 
programs:   business  office  education,  practical  nurse 
training,  business  data  processing,  auto  mechanics, 
industrial  electronics,  welding,  and  building  trades. 
For  the  1978-79  school  year  the  center  has  41  instruc- 
tional staff  members,  plus  10  instructors  in  the  Man- 
power Training  Program,  and  18  support  staff.   The 
center  has  enrolled  601  students  in  its  programs  as 
follows : 

Helena  Vocational-Technical  Center 

Enrollment 

September  1978 


Full-Time 

Part-Time 

Program  Titles 

Students 

Students 

Total 

Agri-Mechanics 

28 

28 

Practical  Nursing 

35 

35 

Accounting  Computing 

31 

31 

Business  Data  Processing 

42 

42 

Keypunch 

6 

6 

Secretarial  Science 

30 

2 

32 

Industrial  Electronics 

63 

63 

Auto  Mechanics 

79 

79 

Aircraft  Mechanics 

59 

59 

Building  Trades 

68 

68 

Diesel  Mechanics 

46 

46 

Radio  and  Television 

24 

24 

Machine  Shop 

19 

19 

Welding 

46 

46 

Truck  and  Coach  Mechanics  an 

id 

Truck  Driving 

23 

— 

23 

Total  Students 

593 

8 

601 

The  Montana  Board  of  Public  Education  has  granted 
approval  of  these  programs  to  the  Helena  Vocational- 
Technical  Center.   Also,  the  center  has  been  fully 
accredited  by  the  Northwest  Association  of  Secondary 
and  Higher  Schools. 

In  October  1977,  the  Attorney  General  of  the  state 
of  Montana  ruled  that  post-secondary  vocational  tech- 
nical centers  should  now  be  treated  as  state  agencies 
for  auditing  purposes.  As  a  result,  this  is  the  first 
audit  of  the  Helena  Vocational-Technical  Center  by  the 
Legislative  Auditor's  Office. 
GOVERNANCE 

Governance  of  the  state's  five  vo-tech  centers  is 
divided  as  follows.   The  Board  of  Education  is  "respon- 
sible for  long-range  planning  and  for  coordinating  and 
evaluating  policies  and  programs  for  the  state's  edu- 
cational systems."   The  Board  of  Public  Education  (BPE) 
exercises  the  power  given  in  the  Montana  Constitution 
and  the  Revised  Codes  of  Montana  to  set  policy,  to 
determine  budgets  and  programs.   Federal  regulations 
require  that  each  state  have  a  single  governing  body 
for  vocational  education.   In  Montana,  the  Board  of 
Public  Education  is  designated  the  governing  body  of 
all  secondary  and  post-secondary  vocational  education 
programs  and,  as  such,  convenes  acting  as  a  board  for 
vocational  education. 


The  Superintendent  of  Public  Instruction,  as  the 
executive  officer  of  the  BPE  for  vocational  education 
matters,  provides  administrative  and  clerical  services 
to  the  Board  of  Public  Education  and  disseminates 
regulations  and  policies  to  the  centers.   The  BPE  has 
delegated  authority  for  budget  review  and  budget  amend- 
ment approval  to  the  executive  officer. 

The  School  District  #1  Board  of  Trustees  directly 
supervises  the  center  by  setting  local  policy,  by 
employment  practices,  by  negotiating  contracts  with 
center  employees,  by  initially  reviewing  the  budget, 
and  by  providing  bookkeeping  services  for  the  center. 

Section   75-6601,   R.C.M.   1947,   defines   post- 
secondary  vocational-technical  centers  as  high  schools 
as  the  term  is  used  in  Title  75,  R.C.M.  1947,  (School 
Laws  of  Montana).   By  this  definition  all  of  the  laws 
and  regulations  applying  to  the  secondary  (high) 
schools  apply  to  the  five  post-secondary  vocational- 
technical  centers. 

As  a  result  of  the  division  of  authority  for  the 
centers'  operations,  each  of  the  five  centers'  adminis- 
trations must  seek  approval  from  two  levels  of  control 
for  many  management  decisions.   The  Board  of  Public 
Education  and  the  local  school  district  trustees  share 
governance  responsibilities.   The  law  is  not  clear  as 
to  which  governing  body  is  responsible  for  some  duties. 
Additionally,   there  is  some  duplication.   Initial 


budget  requests  and  budget  amendments,  for  example, 
must  be  approved  by  both  groups.   In  effect,  the  cen- 
ters have  two  bosses.   This  might  lead  a  person  to  the 
conclusion  that  the  centers  are  overcontrolled  when,  in 
fact,  in  many  instances  the  opposite  is  the  case. 
Because  no  control  group  is  solely  responsible  for  the 
centers,  each  group  may  be  focusing  its  attention  on 
matters  for  which  it  has  sole  responsibility. 

Approval  of  the  center's  budget  is  an  example  of 
this  problem.   The  legislature  and  the  Board  of  Public 
Education  work  with  only  the  portions  of  the  centers' 
budgets  which  include  state  and  federal  money,  a  county 
one  mill  levy,  and  a  portion  of  the  student  fees  col- 
lected at  the  center.   The  local  school  district  trust- 
ees also  review  only  these  items  for  budget  approval 
purposes.   However,  in  fiscal  year  1977-78  the  Helena 
center  had  $700,000  in  expenditures  m  addition  to  the 
amounts  reviewed  by  its  governing  bodies.   The  $700,000 
was  spent  at  the  discretion  of  center  personnel  and  was 
not  subjected  to  budgetary  review.   A  substantial 
number  of  the  problems  discussed  in  the  following 
sections  of  this  report  relate  to  both  the  collection 
and  the  expenditure  of  these  moneys. 

The  division  of  vocational-technical  center  con- 
trol also  results  in  the  inadequate  consideration  of 
the  center's  overall  functions.   The  example  most  often 
cited  by  center  personnel  relates  to  the  negotiated 


salaries  set  and  budgeted  for  by  school  district  trust- 
ees which  are  not  adequately  considered  when  the  budget 
is  adjusted  prior  to  approval  by  the  other  parties 
involved. 

In  1977,  the  45th  Legislature  created  the  Interim 
Subcommittee  on  Education  and  mandated  that  they  pre- 
sent recommendations  and  proposed  legislation  to  the 
46th  Legislature  concerning  the  governance  of  Montana's 
vocational  educational  programs  in  elementary  schools, 
high  schools,  post-secondary  vocational  centers,  and 
colleges.  This  committee  voted  to  recommend  two  bills 
to  the  legislature.  Both  bills  would  transfer  control 
of  the  state's  post-secondary  vocational-technical 
centers  to  the  Board  of  Regents. 

The  recommendations  in  this  report  relate  to  the 
center's   current  problems   and  possible   solutions 
through  the  local  school  district.   However,  the  needs 
of  the  center  will  not  change  substantially  even  if 
there  is  a  change  in  governance;  therefore,  the  recom- 
mendations made  here  should  continue  to  be  appropriate. 
FUNDING 

The  centers  operate  primarily  with  money  appropri- 
ated by  the  state  legislature  from  the  state's  general 
fund  and  available  federal  money.   Once  the  legislature 
appropriates  money  to  the  five  centers,  it  is  dis- 
tributed among  them  based  on  an  allocation  approved  by 
the  Board  of  Public  Education.   In  addition,  the  Helena 


center    collects    money    from   student    fees,    "profit"    from 
the     bookstore     and    parts     resale     program,     CETA,     CEP, 
Adult     Basic     Education,      student     aid     administration 
reimbursement,     building     trades     house    sales,     and    the 
dormitory  operation,    which  has  now  been  phased  out. 
Legislative  Appropriation 

For  fiscal  year  1977-78,  House  Bill  145  appropri- 
ated $5,135,938,  including  $3,435,682  from  the  state's 
general  fund  to  the  five  vocational-technical  centers. 
The  following  schedule  shows  the  source  of  these  appro- 
priated funds  as  budgeted,  and  the  total  amount  of 
funds  approved  for  expenditure  by  the  Board  of  Public 
Education   (BPE) . 

Vocational-Technical   Centers'    Budgets 
Fiscal   Year    1977-78 

HB   145  BPE  Approval 

General   Fund  $3,435,682  $3,435,682 

Other  Appropriated 

Funds  1,700,256 

Federal   Funds  1,115,773 

Board   of  Public 

Education  Fee  281,036 

Mill   Levy  432,600, 


$5,135.938  $5,265.091 


The   Board   of  Public  Education  budgeted   student    fees   not   appro- 
priated  by   the    legislature,    resulting   in   the   difference    indi- 
cated  here.      This    is   discussed   further   in   the    following  narra- 
tive. 


This  was  distributed  to  the   five  centers  as   follows: 


Centers'  Budgets 
Fiscal  Year  \911-li 


Federal 

General 

BPE 

One  Mill 

Total 

Center 

Funds 

Fund 

Fee 

Levy 

Budget 

Great  Falls 

$   180,265 

$  546,517 

$   33,724 

$  99,498 

$   860,004 

Helena 

287,823 

872,603 

64,638 

51,912 

1,276,977 

Missoula 

301,609 

914,400 

78,690 

86,520 

1,381,218 

Butte 

165,890 

502,939 

39,346 

47,586 

755,761 

Billings 

180,186 

546,278 

64,638 

147,084 

938,186 

Total  Budgeted 

1,115,773 

3,382,737 

281,036 

432,600 

5,212,146 

Building  Rei 

It 
Fe 

52,945 
$3,435,682 

52,945 

Grand  Total 

$1,115,773 

$281,036 

$432,600 

$5,265,091 

Student 

es 

The  Board  of  Public  Education  approved  an  increase 
in  the  amount  of  BPE  fee  expenditures  as  a  result  of 
increased  student  fees  reported  by  the  centers.   The 
board's  authority  to  increase  the  appropriated  amount 
is  clouded  by  several  statutory  provisions.   The  Helena 
center  did  not  report  all  fees  collected.   Instead, 
Helena  center  personnel  maintained  this  money  in  a 
clearing  account  where  it  was  not  included  in  the 
reports  to  the  state.   At  June  30,  1978  this  account 
contained  $15,000;  of  the  unreported  total,  the  center 
collected  $9,000  during  fiscal  year  1977-78.   The 
administrator  stated  that  the  money  had  been  collected 
locally  and  that  he  would  not  report  it  until  the  state 
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had  established  a  clear  policy  concerning  the  money. 

According  to  center  officials,  the  reporting  of  fee 

revenue  has  always  been  handled  in  this  manner. 

The  executive  officer  believes  these  fees  come 

under  Section  75-7714,  R.C.M.  1947,  which  provides 

that  : 

"...  Fees  .  .  .  shall  be  deposited  with  the 
county  treasurer  in  the  fund  designated  by 
the  superintendent  of  public  instruction  for 
the  receipt  of  such  fees.   The  expenditure  of 
the  fees  shall  not  be  subject  to  budget 
limitations  and  shall  be  in  addition  to  the 
program  budgets  approved  by  the  board  of 
education. " 

Section   75-7709,   R.C.M.   1947,   specifies   the 
sources  of  funding  that  may  be  budgeted  by  the  board 
and  the  legislature.   It  does  not  include  student  fees. 
Therefore,  the  appropriation  distribution  shown  on  page 
8  is  inconsistent  with  this  law  in  both  columns  because 
the  authority  did  not  exist  for  budgeting  student  fees. 

The  Board  of  Public  Education  established  a  stu- 
dent fee  of  $40  per  quarter.   Section  75-7714,  R.C.M. 
1947,  provides,  "Fees  for  use  of  equipment  and  material 
used  in  instruction  may  be  charged  .  .  .  The  Board  of 
Education  shall  prescribe  the  basis  and  limitations  for 
charging  such  fees.  ..."   As  created  by  the  board, 
the  $40  is  not  for  "equipment  and  material"  and  as  a 
result  is  not  authorized  by  Montana  law. 

A  further  disparity  in  the  statutes  is  provided  by 
Section  75-7713,  R.C.M.  1947,  which  provides : 


"Tuition  shall  not  be  charged  to  any  resident  of 
the  state  of  Montana  by  the  governing  board  of  any 
post  secondary  vocational  technical  center  ..." 

Tuition  as  it  is  used  here  may  include  the  $40  student 

fee . 

The  provisions  of  section  75-7713,  R.C.M.  1947, 

also  provide: 

"However,  nonresidents  may  be  charged  tuition  at 

rates  to  be  determined  by  the  board  of  education 
It 

The  centers  charge  nonresident  fees,  but  neither  the 
statutes  nor  the  existing  regulations  indicate  the 
proper  disposition  of  the  money. 

Possibly  the  authority  for  collecting  the  student 
fee  comes  from  the  44th  Legislature,  which  appropriated 
proceeds  from  a  student  fee.   This  appropriation  would 
appear  to  indicate  legislative  intent  that  there  be  a 
fee.   The  45th  Legislature  did  not  make  a  similar 
provision,  but  the  Board  of  Public  Education  estab- 
lished a  fee  similar  to  the  one  established  earlier  by 
the  legislature. 

As  a  result,  a  fee  is  established  by  the  Board  of 
Public  Education,  not  authorized  by  statute  but  appar- 
ently intended  by  the  legislature.   Further,  the  pro- 
ceeds of  the  fee  are  budgeted  by  the  board  although  the 
statutes  may  prohibit  that. 
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RECOMMENDATION 

We    recommend    that    legislation    be    enacted    to    clarify    the 
authority  to  charge   student  fees  and   provide  for  their  dis- 
position at  vocational-technical  centers. 

Budget  Changes 

Once  the  Board  of  Public  Education  establishes  the 
center's  budget,  based  on  the  legislative  appropria- 
tion,  the  center's  director  is  required  to  obtain 
approval  from  the  executive  officer  of  the  Board  of 
Public  Education  for  transfers  between  any  expenditure 
category  of  more  than  10  percent.   Any  increased  ex- 
penditure for  capital  outlay  must  receive  written 
approval  from  the  executive  officer  prior  to  the  ex- 
penditure of  such  funds.   During  our  audit  year,  the 
Helena  center  requested  to  transfer  $40,000  within  the 
budget.   The  center  sent  the  request  to  the  executive 
officer  who  did  not  believe  she  had  the  authority  or 
support  to  approve  the  budget  transfer.   The  request 
was  not  forwarded  to  the  BPE.   The  center  made  the 
expenditures  as  requested  without  the  necessary  ap- 
proval.  Of  the  $40,000,  $26,000  was  transferred  to  the 
capital   expenditures   category.    Of   the   remaining 
$14,000,   $11,000  was  recorded  as  custodial  supplies 
expense  but  was  used  for  capital  expenditures.   Because 
these  items  exceeded  the  10  percent  criteria  and  also 
were  capital  expenditures,  approval  was  necessary. 
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The  45th  Legislature  reduced  the  fiscal  year 
1977-78  budget  for  capital  improvement  expenditures 
below  the  amount  initially  requested  by  the  center,  yet 
the  center  made  $37,000  in  capital  improvement  expendi- 
tures which  exceeded  the  budget.   The  center  built  a 
parking  lot,  paved  an  outside  work  area  and  fenced  the 
storage  area  at  the  airport  facility--all  without 
budget  amendment  approval .   The  funding  for  these 
projects  came  from  both  budgeted  and  nonbudgeted  funds. 
In  the  accompanying  financial  statements  these  expendi- 
tures are  called  custodial  supplies.   On  page  18  we 
discuss  the  problems  related  to  the  center's  classifi- 
cation of  expenditures. 

RECOMMENDATION 

We  recommend  that  the  center  comply  with  Board  of  Public 
Education  policies  and  obtain  approval  of  budget  amendments 
prior  to  making  unbudgeted  expenditures. 

Unbudgeted  Activity 

The  general  fund  appropriation  for  fiscal  year 
1977-78  for  the  five  centers  was  $3,435,682.  In  ad- 
dition to  the  general  fund  appropriation  for  fiscal 
year  1977-78  the  legislature  also  provided  "Other 
Appropriated  Funds,"  of  $1,700,000  for  the  five  cen- 
ters.      This     suggests     that    it    was     the     legislature's 
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intent  to  appropriate  moneys  for  all  of  the  expendi- 
tures of  the  centers.  The  Helena  center's  allocation 
of  the  total   appropriation  is  as   follows: 

Helena   Vocational-Technical   Center 
Appropriation  Fiscal   Year    1977-78 


General    Fund  $      872,000 

Other  Appropriated  Funds 

Federal  288,000 

Student   Fees  65,000 

One  Mill   Levy  52,000 

$1,277,000 


The        center       actually       spent        approximately 
$2,000,000.      The    difference   between    the   center's   total 
expenditures    and    its    $1,277,000    appropriation    is    ac- 
counted for  as  follows: 

Helena   Center  Nonbudgeted  Funds 

1.  Vo-Tech  Dormitory  $    15   570 

2.  Federal   Programs 

CETA-CEP  1977-78  $100,029 

Adult  Basic  Education  (ABE) 

Project  No.  9002  21,543 

ABE  Project  No.  0002  8,976 

ABE  Project  No.  00595  7,237 

CEP  (5%)  (1977-78)  15,489 

CEP  1976-77  32,536 

CETA  Supplement  1976-77  13,646 

Pupil  Transportation  Safety       3,337        202,793 

3.  Student  Fees  9  oi2 

4.  Trade  House  15  972 

5.  Resale  279^086 

6.  Financial  Aid  184  207 

$707,'640 


The  following  is  a  brief  description  of  the  source 
and  authority  for  these  funds. 

1.    The  dormitory  was  in  use  until  December  1977 
and  was  accounted  for  as  an  enterprise  opera- 
tion.  The  discussion  of  the  spending  of 
remaining  funds  when  the  dormitory  was  closed 
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is  found  on  page  18.  When  the  dormitory 
closed,  this  money  became  available  for 
operations . 

2.  The  CEP,  CETA,  ABE  and  pupil  transportation 
safety  funds  are  all  from  federal  sources. 
The  money  was  spent  for  personal  services, 
operating  expenses  and  capital  items  and 
provided  the  funding  for  these  federally 
sponsored  programs.   The  center  should  budget 
for  these  programs  as  it  does  its  other 
federal  funds . 

3.  Student  fees  are  discussed  on  page  9  of  this 
report.   Section  75-7714,  R.C.M.  1947,  may 
specifically  exclude  these  funds  from  the 
budgeted  funds . 

4.  The  trade  house  is  built  by  a  vo-tech  class 
as  a  learning  experience.   The  center  ac- 
counts for  this  money  as  an  enterprise  opera- 
tion,  and,   as  such,  it  does  not  require 
legislative  appropriation. 

5.  The  resale  account  is  a  revolving  account, 
used  primarily  to  purchase  items  for  resale 
through  the  bookstore  and  the  various  class- 
room shops.   Section  75-7714,  R.C.M.  1947, 
may  preclude  the  budgeting  of  these  funds. 

Also  included  in  the  resale  amount  is  money 
collected  for  giving  Graduate  Equivalency 
Degree  (GED)  tests.   The  center  uses  this 
money  to  pay  salaries  of  those  persons  admin- 
istering the  tests.   Items  of  this  nature 
should  be  budgeted  and  appropriated  by  the 
legislature  as  operating  costs. 

The  Helena  center  also  deposited  a  student 
fee  to  the  resale  account.   The  center  estab- 
lished an  internal  fee  of  $10  to  $20  per 
student  depending  on  the  program  the  student 
was  enrolled  in.   The  Board  of  Public  Educa- 
tion did  not  authorize  this  fee  and  in  fact 
discontinued  it  when  it  was  brought  to  their 
attention.   During  the  time  the  Helena  center 
collected  this  fee,  it  collected  $29,000. 
The  center  spent  this  money  for  operating 
supplies . 

5.    The  center  incurred  costs  related  to  student 
aid  which  were  paid  by  the  center's  appropri- 
ated funds.   The  financial  aid  program  pro- 
vided the  center  $4,391  for  reimbursement  of 


14 


these  costs,  but  the  center  held  this  money 
outside  the  budgeted  funds  and  treated  it  as 
another  source  of  revenue. 

The  center  also  spent  $12,106  from  the  Peter 
Nelson  student  aid  account  for  equipment 
allowed  by  the  trust  agreement.   The  re- 
mainder of  the  activity  in  this  fund  relates 
directly  to  the  student  aid  grants. 


Money  collected  and  spent  in  revolving  fund  opera- 
tions such  as  the  trade  house  and  the  resale  programs 
do  not  require  appropriations.   However,  these  programs 
should  be  included  in  the  annual  budget  plan  for  the 
center  and,  in  the  event  operations  exceed  those  antic- 
ipated, the  plans  for  increased  activity  should  be 
approved  by  the  center's  governing  bodies. 

In  the  case  of  the  trade  house  account,  school 
district  board  members  stated  that  they  remembered 
discussing  the  acquisition  of  the  land  and  materials 
purchased  with  this  money,  but  they  do  not  remember 
which  funds  were  to  be  used  for  the  purchases.  The 
minutes  of  the  board  did  not  contain  a  record  of  ap- 
proval by  the  board. 

If  moneys  such  as  those  itemized  above  are  to  be 
used  in  addition  to  the  general  fund  appropriation  to 
the  center,  the  center  should  include  them  in  its 
budget  proposals.   In  the  case  of  additional,  unex- 
pected funds,  the  center  should  obtain  appropriate 
authorization  for  their  use. 
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RECOMMENDATION 

We    recommend    that   the    center   include    all    operations    and 

activities    in    the    budget   plans    approved    by    its    governing 

bodies    and    seek    approval    for    the    use    of   any   additional 

funds. 

Contact  Hours 

The  executive  officer  of  the  BPE  requested  that 
the  five  centers  submit  reports  of  the  number  of  pupil/ 
teacher  contact  hours  to  aid  in  the  distribution  of  the 
state  appropriation  to  the  centers.   As  part  of  our 
audit  work,  we  tested  the  contact  hours  reported  by  the 
Helena  center  and  found  that  the  actual  hours  reported 
were  overstated  by  1  percent  of  the  total  600,000  hours 
reported.   In  a  report  of  estimated  number  of  contact 
hours  prepared  in  January  1977  for  use  by  the  last 
legislative  session,   the  Helena  center's  estimate 
overstated  contact  hours  for  the  1977-78  school  year  by 
16  percent  compared  to  actual  contact  hours. 

The  actual  effect  of  the  center's  error  on  the 
fund  distribution  can  not  be  determined  because  the 
basis  for  the  final  distribution  is  not  fully  docu- 
mented.  The  administrator  of  vocational  education  said 
he  made  the  appropriation  distribution  on  a  judgment 
basis  considering  contact  hours  and  other  factors.   The 
BPE  approved  the  appropriation  distribution  without 
further  documentation  of  the  basis  of  the  distribution. 
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RECOMMENDATION 

We  recommend   that  the   Board  of  Public   Education   document 

the    basis    used    to    distribute    funds    appropriated    by    the 

legislature. 

SCHOOL  DISTRICT  ACCOUNTING  SYSTEM 
Background 

The  division  of  the  authority  over  the  center, 
compounds  the  problems  of  keeping  adequate  financial 
records  of  the  center's  activity.   The  business  manager 
of  the  Lewis  and  Clark  County  School  District  #1  main- 
tains the  center's  basic  accounting  records.   He  also 
incorporates  the  center's  financial  activity  into  the 
school  district's  financial  reports.   The  school  dis- 
trict records  and  financial  statements  are  oriented 
toward  the  needs  of  the  elementary  and  secondary 
schools  of  the  district.   As  a  result,  the  center 
maintains  its  own  hand-kept  records  in  some  areas,  and 
center  personnel  prepare  various  reports  required  for 
management  purposes  and  reports  required  by  the  execu- 
tive officer  of  the  Board  of  Public  Education  by  man- 
ually generating  the  needed  figures  from  these  informal 
records . 

The  center  keeps  detailed  records  of  the  funds  for 
which  it  collects  money.   These  include  student  fees, 
rent  from  the  dormitory,  and  proceeds  from  the  resale 
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programs.   The  school  district  accounts  for  all  other 
funds.   Our  audit  disclosed  that  a  number  of  problems 
exist  with  the  accounting  records  kept  by  the  center 
and  those  kept  by  the  school  district. 
Accounting  Method 

The  school  district  maintains  the  center's  records 
on  the  cash  basis  of  accounting.   This  means  they 
record  cash  receipts  and  cash  disbursements.   The 
accounting  system  operates  without  general   ledger 
control  accounts.   The  system  is  unable  to  accumulate 
totals  by  type  of  revenue,  such  as  fees  or  sales  reve- 
nue, or  by  type  of  expenditure  such  as  salaries  or 
capital  expenditures.   Also,  because  it  is  a  cash  basis 
system,  it  omits  any  accounts  receivable,  accounts 
payable,  and  accrued  expenditures  and  revenue.   The 
accounting  system  prevents  balancing  the  accounts  and 
preparing  complete  financial  statements. 

The  school  district  processes  financial  trans- 
actions on  its  computer,  which  prepares  receipts  and 
disbursements  registers  and  revenue  detail  reports. 
The  school  district's  system  requires  that  the  business 
manager  prepare  financial  statements  manually.   The 
primary  financial  statements  included  in  this  report 
are  based  on  the  financial  reports  prepared  by  the 
school  district  and  as  a  result  are  missing  a  number  of 
elements  necessary  to  comply  with  generally  accepted 
accounting  principles  and  necessary  to  present  fairly 
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the    operations    of   the   center   or   the   rest   of   the   school 
district. 

In     addition,     the     financial     statements     mislabel 
several    of    the    amounts    they    report.       For    example,     the 
financial     statements     on    page    81     have    the     following 
items  mislabeled: 


Account  Name 

Dormitory  Building 
Remodeling 

Resale   Teachers' 
Salaries 

Instructional 
Supplies 

Textbooks 


Instructional 

Equipment 

Maintenance 

Minor  Equipment 


Resale  Proceeds 


Operation  of 
Plant  Supplies 


Amount 
Reported 

$   3,620 

900 

71,849 
24,050 


151,744 
30,003 

263,531 


Description  of  Activity 

Paid  on  land  and  materials 
for  building  trades  program 

G.E.D.  test  monitors 


Bookstore  merchandise 


Diesel  fuel,  similar  items 
provided  by  the  center  for 
class  use 

Parts  installed  on  equipment 
repaired  by  the  center 


Tools  purchased  for  resale  to 
the  students 

$29,000  of  this  amount  was 
collected  as  student  fees 

$16,708  of  this  amount  was 
for  capital  expenditures 


32,314 

The  accounting  system  used  by  the  school  district 
has  code  numbers  for  programs,  funds,  expenditures,  and 
revenues;  however,  in  many  cases  the  accounts  do  not 
fit  the  center's  operations.   When  the  center  inputs 
receipts,  center  personnel  improperly  code  the  trans- 
actions using  expenditure  codes  instead  of  revenue 
codes.   Center  officials  stated  that  they  decided  to 
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code  receipts  by  expenditure  code  rather  than  by  reve- 
nue codes  because  this  allowed  them  to  better  identify 
the  receipts. 

This  system  is  confusing  and  at  times  misleading 
because  the  descriptions  of  the  expenditure  codes  do 
not  directly  relate  to  the  receipts.   For  example,  when 
a  student  is  enrolled  in  a  program  at  the  center,  he  is 
charged  a  program  fee,  which  is  recorded  to  an  expendi- 
ture code  for  textbooks.   Such  a  description  is  mis- 
leading.  Revenue  codes  should  be  developed  which 
accurately  describe  the  various  types  of  revenue. 

When  the  school  district  codes  the  center's  cash 
it  receives,  district  personnel  record  the  money  by 
revenue  code.   However,  the  revenue  code  used  is  "Mis- 
cellaneous Revenue."   This  classification  does  not 
adequately  explain  the  source  of  revenue  to  management 
and  does  not  leave  a  sufficient  audit  trail. 

We  found  that  the  description  of  revenue  as  re- 
ported on  the  year-end  financial  statements  does  not 
agree  with  the  school  district's  accounting  records 
because  school  district  personnel  determine  the  sources 
of  revenue  at  year-end.   It  would  be  easier  to  account 
for  revenue  by  type  during  the  year.   This  would  save 
time  at  year-end  and  would  provide  management  informa- 
tion during  the  year. 

The  center's  current  cash  basis  system  of  ac- 
counting does  not  meet  the  need  for  uniform  reporting 
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for  the  vocational-technical  centers.   Due  to  the 
nature  of  cash  basis  accounting,  recorded  transactions 
may  arbitrarily  be  included  in  one  fiscal  year  as 
opposed  to  the  next.   To  provide  comparative  data 
adequate  to  properly  determine  policies  for  the  centers 
on  a  statewide  basis,  accounting  principles  must  be 
consistently  applied  and  must  be  in  conformance  with 
generally  accepted  accounting  principles. 

The  executive  officer  of  the  Board  of  Public 
Education  stated  that  the  Missoula  center  has  imple- 
mented the  Program  Oriented  Budgeting  and  Accounting 
System  (POBAS).   The  system's  vendor  and  the  executive 
officer  state  that  POBAS  complies  with  generally  ac- 
cepted accounting  principles.   Northwest  Regional 
Educational  Laboratory,  a  consulting  firm  hired  by  the 
executive  officer,  performed  studies  to  determine  the 
accounting  system  that  would  best  serve  the  voca- 
tional-technical centers'  needs  and  recommended  POBAS. 
A  variety  of  other  accounting  systems  are  also  avail- 
able.  However,  due  to  the  center's  present  governance, 
any  accounting  system  implemented  by  a  center  may 
result  in  duplicate  accounting  records.   This  is  the 
case  because  local  school  trustees  and  statutes  require 
involvement  in  center  accounting  by  the  school  dis- 
tricts and  by  the  county  treasurers. 

Recent  audits  of  CETA  expenditures  at  vocational- 
technical  centers  have  shown  that  centers'  accounting 
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systems  are  not  adequate  to  properly  account  for  CETA 
programs.  Since  the  Office  of  Public  Instruction  was 
responsible  for  ensuring  compliance  with  CETA  program 
requirements  in  the  centers  and  since  audits  found  the 
centers  unaccountable  in  many  respects,  CETA  funds  are 
currently  being  distributed  through  another  state 
agency. 

RECOMMENDATION 

We   recommend   that  the   Board  of  Public   Education   establish 

guidelines   requiring  the  five  centers  to  account  for  financial 

activities    in    accordance   with  generally  accepted  accounting 

principles. 

We  recommend  that  the  school  district  maintain  its  accounting 
records    and    prepare    financial   reports    in    accordance    with 
generally  accepted  accounting  principles. 

Accounting  Entries 

The  school  district  generally  supports  entries  to 
its  accounting  system  by  numbered  vouchers;  however,  a 
number  of  adjusting  entries  appeared  on  the  monthly 
reports  without  supportive  explanation.  Through  dis- 
cussion with  the  business  manager  we  were  able  to 
determine  the  nature  of  adjustments.  The  school  dis- 
trict's accounting  records,  therefore,  depend  on  one 
person  for  interpretation. 
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One  function  of  accounting  records  is  to  provide 
control  over  an  entity's  money.   The  control  provided 
is  only  as  good  as  the  control  over  the  records. 
Control  is  improved  if  the  duties  of  receiving  and 
depositing  money  are  assigned  to  an  individual  or  to 
individuals  who  do  not  maintain  the  accounting  records 
and  who  do  not  make  payments .   To  further  enhance 
controls,  still  another  individual  would  reconcile  the 
accounting  records . 

We  noted  that  school  district  controls  over  war- 
rant processing  were  inadequate.  The  business  manager 
may  prepare  vouchers,  sign  warrants,  and  reconcile  the 
district's  records  with  the  county  treasurer's  report. 
He  also  adjusts  the  accounting  records  and  at  times 
handles  cash  receipts. 

We  also  found  that  school  district  personnel  made 
adjustments  to  the  center's  records  without  documenta- 
tion of  approval  from  the  center's  personnel  in  12  of 
87  nonpayroll  transactions  we  tested.   Normally,  ad- 
justments are  made  by  recording  accounting  entries 
which  reflect  the  underlying  transactions.   However,  we 
found  instances  where  ending  cash  balances  from  one 
year  did  not  agree  with  beginning  cash  balances  of  the 
next  year,  yet  no  adjusting  entry  appeared  on  the 
records . 

This  problem  represents  a  serious  breakdown  in  the 
accounting  system.   In  order  to  determine  that  cash  is 
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not  misused,  all  cash  transactions  must  be  recorded 
with  an  explanation.   The  school  district  should  take 
the  necessary  steps  to  ensure  that  its  computer  pro- 
cessing does  not  allow  accounting  records  to  be  changed 
without  recording  the  proper  transactions. 

Related  to  the  above  problem,  we  noted  that  en- 
tries are  not  always  recorded  at  the  proper  time.   In 
one  instance  the  school  district  recorded  a  transfer  in 
June  1978;  however,  the  business  manager  did  not  re- 
quest the  transfer  until  July  1978.   This  understated 
the  cash  balance  in  the  center's  tool  and  entrance  fee 
fund  by  $2,222  at  fiscal  year-end.   Other  errors  mis- 
stating revenue  and  expense  were  noted  due  to  prior 
year  corrections  being  made  in  the  current  year. 

We  noted  instances  where  the  school  district 
misstated  the  center's  fiscal  year  1977-78  revenue.   In 
one  case,  the  same  revenue  was  transferred  into  the 
1977-78  CETA-CEP  fund  twice,  overstating  revenue  by 
$1,045.   In  another  case,  adult  basic  education  fund 
revenue  was  overstated  by  $1,500  for  fiscal  year 
1977-78  because  the  money  was  deposited  in  the  wrong 
year. 

The  accounting  records  must  be  accurate  to  be  a 
valuable  management  tool.  The  school  district  should 
adopt  proper  cut-off  policies  to  ensure  that  revenues 
and  expenses  are  recorded  in  the  proper  period. 
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RECOMMENDATION 

We  recominend  that  the  school  district: 

1.  Adequately  document  all  accounting  entries. 

2.  Establish  internal   controls  which  will  preclude  account- 
ing   data    from   being    changed    or  input  through  other 
than  the  normal  recording  process. 

3.  Record  transactions  in  the  proper  accounting  period. 

Reconciliation  of  School   District  and 

Center's   Records 

The  center's  and  the  school  district's  records  do 
not  always  agree.  On  a  monthly  basis  the  center  does 
not  reconcile  by  fund  the  amounts  recorded  on  its 
records  with  those  recorded  at  the  district  office.  As 
a  consequence,  two  errors  made  by  the  district  remained 
undetected  by  the  center  at  the  beginning  and  the  end 
of  the   fiscal  year  audited. 

We    found    that    $18,000,    which    the    center    recorded 
in    its    resale   fund  was   recorded  by  the   school   district 
in    a    high    school    athletic    fund.      Two    months    later, 
school     district    personnel    noticed    the    error    and    at- 
tempted   to    correct   it  by   transferring   the   money   to   the 
center's     student     fees     fund.        Since     the     center    was 
unaware    that    either    of    the    errors    was    made,    no    cor- 
recting transfer  had  been  made  as   of  June   30,    1978. 

In    another    instance,    we   noted  that   in   fiscal   year 
1977-78    the    school    district   transferred   $4,100    from   the 
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resale  fund  to  the  tool  and  entrance  fee  fund.   This 
transfer  was  made  to  correct  an  error  made  in  fiscal 
year  1976-77.   Center  officials  stated  that  they  in- 
formed the  school  district  of  the  error  in  fiscal  year 
1975-77.   Because  they  do  not  reconcile  their  accounts 
with  the  school  district,  center  officials  were  not 
aware  the  correction  had  not  been  made.   This  timing 
difference  has  the  effect  of  overstating  the  revenue  in 
the  tool  and  entrance  fee  fund  by  $4,100  with  a  corre- 
sponding understatement  of  revenue  in  the  resale  fund 
of  the  same  amount.   We  noted  other  errors  of  a  similar 
nature . 

In  order  for  the  center  to  reconcile  these  re- 
cords, better  lines  of  communication  with  the  school 
district  business  office  must  be  established.   Center 
officials  should  request  that  the  school  district 
provide  them  a  copy  of  the  center's  monthly  revenue 
report.   This  would  allow  the  center  to  reconcile 
revenue  recorded  at  the  district  by  fund,  to  detect  any 
errors  made  in  the  school  district's  records,  and 
eventually  to  eliminate  the  need  for  both  the  school 
district  and  the  center  to  maintain  the  same  records. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.       Reconcile    monthly    by    fund    the    revenue    amounts    re- 
corded at  the  center  with  those  recorded  by  the  school 
district. 

26 


2.  Seek  the  cooperation  of  the  school  district  in  providing 
monthly  revenue  reports. 

3.  Work  with   the   school   district  to  eliminate  the   need  for 
duplicate  records. 

Methods  of  Transferring  Funds 

The  school  district  uses  two  methods  to  transfer 
money  between  funds.   In  one  method,  the  district 
treats  a  transfer  as  an  expenditure  of  one  fund  and 
revenue  of  the  other.   In  the  other  case,  the  transfer 
is  treated  as  a  revenue  reduction  to  the  transferring 
fund  and  a  revenue  increase  to  the  receiving  fund. 
These  methods  of  recording  transfers  do  not  afford 
similar  results.   As  a  result,  student  fee  revenue  is 
recorded  in  two  funds.   This  does  not  give  a  fair 
presentation  of  this  revenue  in  either  fund. 

In  order  for  the  school  district's  accounting 
records  to  be  accurate,  transfers  must  be  recorded 
consistently.   Generally  accepted  accounting  principles 
require  that  revenue  and  expenses  not  be  recognized  a 
second  time  in  transfers  between  funds. 

RECOMMENDATION 

We  recommend  that  the  school  district  record  transfers  in  a 
consistent  manner  and  in  accordance  with  generally  accepted 
accounting  principles. 


27 


Clearance  Accounts 

The  school  district's  business  manager  maintains 
miscellaneous  federal  revenue  clearing  accounts  for 
various  purposes.   Some  examples  of  their  uses,  as 
explained  by  the  business  manager,  follow: 

1.  A  total  balance  of  $3,215  remaining  in  two  of 
the  center's  CETA  program  accounts  was  trans- 
ferred to  the  clearing  account  prior  to  being 
refunded. 

2.  Center  Pupil   Transportation   Safety  cash 
collections  of  $4,000  were  deposited  here 
prior  to  being  transferred  to  the  proper 
account. 

3.  Reimbursements  from  federal  sources  totaling 
$37,000  for  fiscal  year  1976-77  and  $88,000 
for  fiscal  year  1977-78  for  expenses  paid 
from  the  high  school  general  fund  and  from 
other  sources  are  deposited  to  these  ac- 
counts . 

4.  Indirect  cost  reimbursements  totaling  $800 
were  deposited  to  the  clearing  account. 

5.  Proceeds  from  the  sale  of  equipment  totaling 
$8,000  were  deposited  to  this  account. 

6.  The  ESEA  Title  II  library  project  of  $4,600 
was  operated  through  these  clearing  accounts. 

7.  These  accounts  earned  $6,400  in  interest 
income. 

8.  The  school  district  collected  $52,000  and 
spent  $80,000,  including  $52,000  for  equip- 
ment in  fiscal  year  1975-77  and  it  collected 
$98,000  and  spent  $88,000,  including  $58,000 
for  equipment  in  fiscal  year  1977-78.   This 
activity  was  recorded  in  these  clearing 
accounts . 

9.  The  business  manager  used  this  clearing 
account  money  in  three  instances  during  the 
last  two  years  to  cover  over  expenditures  in 
other  funds  as  follows: 

(a)   A  net  amount  of  $158  was  transferred  to 
the  CEP  1976-77  fund. 
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(b)  A  transfer  of  $208  was  made  to  the  Adult 
Basic  Education  fund. 

(c)  A  transfer  of  $34  was  made  to  the  CETA 
1976-77. 

The  accounts  had  a  total  ending  balance  for  fiscal 
year  1977-78  of  $89,000. 

The  school  district  established  these  accounts 

according  to  Section  75-7212,  R.C.M.  1947,  which  states 

in  part, 

"The  trustees  of  any  district  receiving 
federal  money  .  .  .  shall  establish  a  miscel- 
laneous federal  programs  fund  for  deposit  of 
such  federal  money.   Such  federal  moneys  may 
be  a  reimbursement  ...  or  may  be  a  grant 
.  .  .  the  money  shall  be  expended  at  the 
discretion  of  the  trustees  for  school  pur- 
poses .  .  .  the  trustees  shall  cause  a  sepa- 
rate accounting  to  be  maintained  for  each 
federal  grant  program  and  for  the  aggregate 
of  all  federal  reimbursement  moneys.  ..." 

The  school  district  trustees  have  the  authority  under 
this  section  to  establish  and  use  these  accounts  as 
indicated  here. 

Good  business  practice  requires  a  complete  ac- 
counting for  this  money.   This  has  not  been  done. 
School  district  records  do  not  indicate  the  source  of 
the  money  in  these  accounts,  and  they  do  not  clearly 
identify  all  of  the  programs  the  money  is  spent  for. 
Because  there  has  not  been  a  clear  accounting  for 
moneys  deposited  to  or  spent  from  these  accounts,  we 
could  not  audit  the  transactions.   Documentation  for 
the  transactions  is  nonexistent  or  inadequate. 
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The  business  manager  does  not  have  the  authority 
without  the  trustees'  approval  to  use  this  money  to 
balance  overexpended  budgets  or  for  other  purposes. 
Montana  law  allows  school  district  trustees  a  great 
deal  of  latitude  in  using  this  money.   The  trustees 
should  take  the  responsibility  for  administering  it  by 
approving  its  use  and  by  requiring  an  adequate  account- 
ing as  required  by  law  and  good  business  practice. 

RECOMMENDATION 

We  recommend  that  the  school  district: 

1.  Obtain  school  district  trustees'  approval  to  spend  clear- 
ance account  funds. 

2.  Maintain  a   complete  accounting   for  the  activity  in  the 
clearance  accounts. 

Full  Disclosure 

The  various  school  district  financial  reports  for 
the  center  do  not  agree  among  themselves  as  to  the 
total  expenditure  amounts  relating  to  the  center  for 
fiscal  year  1977-78.   The  schedule  of  costs  paid  from 
the  center's  money  is  the  basis  for  the  financial 
statements  contained  in  this  report  and  represents  the 
activity  on  which  we  based  our  tests.   The  school 
district  business  manager  also  prepares  a  schedule  of 
costs  of  the  center's  operations.   The  reported  operat- 
ing costs  do  not  agree  with  the  payments  made  from  the 
center's  money. 
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with  the  school  district  business  manager's  as- 
sistance, we  attempted  to  reconcile  these  schedules 
without  success.   We  found  that  some  costs  charged  to 
the  center's  operations  were  paid  by  money  restricted 
for  other  purposes  due  to  apparent  coding  errors.   We 
also  found  that  according  to  the  school  district's 
reports,  more  costs  were  paid  in  total  with  the  cen- 
ter's money  than  were  used  in  the  center's  operation. 
We  found  no  specific  examples  of  this  during  our  tests; 
therefore,  we  concluded  that  the  program  cost  summaries 
do  not  reasonably  reflect  the  center's  operations. 
Program  edits  included  in  the  computer  processing  would 
help  detect  coding  errors.   A  reconciliation  of  ac- 
counting system  reports  would  disclose  the  reason  for 
the  differences. 

The  school  district's  business  manager  stated  that 
he  has  not  previously  tried  to  reconcile  these  sched- 
ules.  The  various  reasons  he  suggested  for  the  differ- 
ences,  including  the  adjustments  he  made,  did  not 
adequately  explain  the  differences.   The  school  dis- 
trict business  manager's  adjustments  were  not  document- 
ed and  it  was  not  possible  for  us  to  audit  them.   The 
$26,000  net  difference  between  the  reports  is  not 
resolved  at  this  time. 

The  schedule  of  costs  of  the  center's  operation  is 
used  to  calculate  costs  per  student  and  other  manage- 
ment information.   The  effect  of  the  inaccuracies  on 
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the  management  information  varies  from  program  to 
program. 

In  addition  to  the  cost  reporting  problems,  the 
school  district  pays  for  numerous  indirect  costs  for 
the  center  from  non-center  money.  For  example,  no 
school  district  central  administration  costs  are  allo- 
cated to  the  center.  The  business  manager  estimated 
these  and  other  indirect  costs  to  be  $85,000  for  fiscal 
year  1977-78. 

These  indirect  costs  are  not  disclosed  on  either 
set  of  financial  reports.   The  center  partially  offsets 
these  costs  by  paying  the  cost  of  employing  one  clerk 
who  works  in  the  school  district's  business  office  on 
center  activity,   as  well  as  other  school  district 
business . 

RECOMMENDATION 

We  recommend  that  the  school  district: 

1.  Reconcile  financial  reports  to  assure  proper  reporting  of 
financial  activity. 

2.  Provide    adequate    documentation    of    adjustments    made 
between  the  financial  records  and  the  financial  reports. 

3.  Include   computer  edits   in   the  processing  of  accounting 
data  to  prevent  payments  due  to  coding  errors. 

4.  Report  all  costs  chargeable  to  the  center  in  its  financial 
reports. 
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RESALE 

As  part  of  the  curriculum  involving  repair  ser- 
vices, students  work  on  items  actually  requiring  ser- 
vice (called  "live  work"),  in  addition  to  regular  class 
projects  and  school  training  aids.   The  various  in- 
structors solicit  the  live  work  from  the  center's 
faculty  members  and  from  the  student  body,  as  well  as 
from  outside  sources.   The  assistant  director  of  admin- 
istration and  the  course  instructor  each  must  approve 
all  live  work  projects. 

The  center's  policy  for  accepting  the  work  depends 
on  the  difficultly  in  obtaining  live  work  for  the 
class.   For  example,  because  the  auto  mechanics  class 
has  many  requests  to  work  on  cars,  only  cars  belonging 
to  students  or  instructors  which  meet  specific  curricu- 
lum needs  are  accepted. 

Requests  for  diesel  shop  work  come  almost  exclu- 
sively from  outside  the  school.   Consequently,  the 
instructor  accepts  work  from  private  individuals  not 
connected  with  the  school. 

The  assistant  director  of  administration's  ap- 
proval is  documented  by  his  signature  on  the  work  order 
for  each  job  a  student  works  on.   The  parts  purchased 
for  each  live  work  repair  job  are  recommended  by  the 
student,  approved  by  the  instructor,  ordered  by  the 
partsman,  and  charged  to  the  center.   Each  part  is 
recorded  on  the  work  order,  and  the  owner  must  pay  for 
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all  parts  before  he  may  take  the  item  from  the  school. 
Exceptions  are  made  in  the  payment  policy  for  faculty 
and  students.  The  work  orders  are  prenumbered  and  are 
issued  in  batches  to  the  instructors. 

We  noted  a  number  of  exceptions  to  the  center's 
policy: 

1.  Several  work  orders  in  our  test  sample  were 
not  approved  by  the  assistant  director.   This 
occurred  in  two  ways: 

a.  The  partsman  would  issue  a  work  order 
from  the  storeroom  supply. 

b.  An  instructor  would  use  an  old  work 
order. 

As  a  result,  parts  where  charged  to  the  cen- 
ter for  work  not  approved  by  the  assistant 
director. 

2.  Students  ordered  parts  from  outside  vendors, 
using  approved  work  order  numbers,   and 
charged  them  to  the  center.   Parts  houses 
should  be  instructed  to  accept  orders  only 
from  designated  center  employees. 

3.  Although  the  work  orders  are  prenumbered,  no 
control  exists  to  ensure  accountability  for 
all  work  orders.   The  various  instructors 
keep  the  work  orders  in  desk  drawers,  on 
shelves,   or  in  many  other  places.   Some 
instructors  destroyed  work  orders  not  used  or 
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not  completed.   As  a  result,  we  were  not  able 
to  locate  many  of  the  work  orders  used  to 
order  parts  for  student  vehicles.   Conse- 
quently, we  were  not  able  to  determine  that 
everyone  receiving  and  using  parts  paid  for 
by  the  center,  subsequently  paid  the  center 
for  the  parts.   We  also  could  not  determine 
if  the  center  paid  for  parts  it  did  not 
receive. 
4.    In  our  limited  sample,  we  found  two  invoices 
which  were  not  properly  charged  to  work 
orders.   While  the  amounts  of  the  two  in- 
voices were  not  significant,  the  fact  that 
this  can  happen  is  significant.   The  center 
should  establish  procedures  to  ensure  that 
all  invoices  for  parts  installed  on  equipment 
are  properly  charged  to  work  orders . 
The  center  also  stocks  certain  commonly  used 
items.   These  items  are  issued  by  the  partsman  as 
needed.   We  found  that  the  partsroom  records  were  not 
adequate  to  determine  that  these  parts  were  accounted 
for,  properly  priced  and  subsequently  billed  on  work 
orders . 

In  addition,  the  center  does  not  determine  that 
credits  received  for  items  returned  to  the  parts  houses 
are  properly  posted  to  monthly  statements  received  from 
the  parts  houses. 
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RECOMMENDATION 

We  recommend  that  the  center: 

1.  Comply  with  its  policy  for  work  order  approval. 

2.  Allow  only  designated  employees  to  order  parts. 

3.  Establish      controls      and     accountability     for     all     work 
orders. 

4.  Ensure    that   all    invoices    are    posted    to  the  appropriate 
work  orders. 

5.  Establish  controls  over  invoice  credits. 

Cost  Recovery 

The  center's  partsman  buys  necessary  parts  at 
established  discount  prices.   Because  the  center  antic- 
ipates incurring  costs  in  its  resale  operation,  the 
center  has  a  policy  of  marking  up  parts  20  percent 
before  billing  them  on  work  orders.   Most  parts  are 
priced  at  cost  plus  20  percent,  but  markup  policies 
varied  from  no  markup,  to  retail  less  10  percent,  to 
cost  plus  20  percent,  to  retail  plus  20  percent.   Using 
the  20  percent  rate,  one  instructor  did  not  pay  the  $43 
markup  for  work  done  by  his  shop  class  on  his  own 
vehicle . 

Of  19  work  orders  we  tested,  we  found  that  the  20 
percent  markup  was  not  applied  in  4  of  10  work  orders 
where  the  correct  amount  and  the  amount  charged  could 
be  determined.   The  other  9  work  orders  related  to  work 
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done  at  the  Roberts  Street  facility  where  it  was  not 
possible  to  determine  the  invoice  cost.   Our  review  of 
the  Roberts  Street  work  orders  and  our  discussion  with 
the  center  personnel  indicated  that  the  Roberts  Street 
instructors  did  not  generally  apply  the  cost  plus  20 
percent  policy.   The  center  should  establish  a  markup 
policy  and  use  it  uniformly  for  all  part  sales. 

Some  of  the  expenses  covered  by  the  markup  of  the 
parts  are  those  costs  related  to  student  mistakes.   In 
the  event  a  student  breaks  a  part  while  installing  it, 
the  replacement  part  is  charged  to  a  "goofs"  work 
order.   None  of  the  related  invoices  are  actually 
recorded  on  the  work  order,  so  there  is  no  record  of 
how  the  part  was  used. 

The  cost  plus  20  percent  policy  for  repair  parts 
is  based  on  cost  recovery.   The  center's  records  were 
inadequate  to  permit  us  to  determine  if  the  parts 
resale  program  operated  on  a  "breakeven"  basis;  how- 
ever, the  center  does  not  use  all  of  the  proceeds  from 
the  resale  fund  for  resale  purchases.   For  example,  the 
center  transferred  $5.00  per  student,  or  $2,500  into 
the  Associated  Clubs  Account  from  the  resale  fund  to 
finance  activities,  including  student  barbecues  and 
student  senate  activities. 

The  authority  to  charge  for  parts  is  established 
under  section  75-7714,  R.C.M.  1947,  to  recover  costs, 
not  to  fund  unrelated  activities. 
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RECOMMENDATION 

We  recommend  that  the  center: 

1.  Maintain  accounting  records  adequate  to  determine  that 
the    parts    resale  activity   is  operating  on  a   breakeven 
basis. 

2.  Establish    and    consistently    apply    the    percentage    of 
markup  to  accomplish  the  cost  recovery  goal . 

3.  Post   all   ruined  parts'   costs   to  the  work  order  estab- 
lished to  account  for  student  mistakes. 

4.  Discontinue    using    repair  parts   proceeds   for  unrelated 
activity. 

Other  Resale  Items 

Each  work  order  contains  a  release  clause  for  the 
vehicle  or  equipment  owner  to  sign  which  limits  the 
liability  of  the  center  for  the  equipment.   In  70 
percent  of  the  work  orders  we  tested,  this  release  form 
was  not  signed. 

The  partsman  has  total  control  of  the  parts  opera- 
tion.  He  orders  parts,  receives  the  parts,  prices  the 
parts,  directs  the  charging  out  of  the  invoices  and 
codes  the  invoices  for  payment.   As  a  minimum,  the 
receiving  and  payment  functions  should  be  separated  to 
establish  adequate  internal  control. 
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RECOMMENDATION 

We  recommend  that  the  center: 

1.  Obtain   the  owner's  signature  on  the  work  order  release 
form  prior  to  making  vehicle  and  equipment  repairs. 

2.  Establish     adequate     internal     control     over    the    parts 
operation. 

Bookstore 

Also  included  in  the  resale  account  activity  is 
the  student  bookstore.   The  bookstore  stocks  books 
needed  for  each  of  the  courses  offered  at  the  center, 
plus  school  supplies,  vo-tech  jackets,  and  similar 
items.   The  bookstore  is  located  in  one  corner  of  a 
business  program  classroom  and  has  minimum  security  for 
resale  items.   Many  of  the  textbooks  are  stored  in  the 
classroom.   The  bookstore's  most  active  period  is  at 
the  beginning  of  each  quarter.   During  the  summer 
months  there  is  no  activity. 

One  instructor  from  the  business  program  is  re- 
sponsible for  operation  of  the  bookstore  with  the 
declared  intent  of  collecting  just  enough  money  to 
recover  costs.   Teachers  and  the  business  office  staff 
sell  the  merchandise. 

Bookstore  Costs 

Items  purchased  for  sale  in  the  bookstore  are 
recorded  in  the  accounting  records.   However,   the 
accounting  method  used  provides  limited  information 
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about  the  cost  of  goods  purchased  for  the  bookstore  and 
no  breakdown  by  type  of  item  sold. 

In  order  to  determine  if  an  enterprise  is  recover- 
ing its  costs,  it  must  know  the  cost  of  items  sold  and 
the  sales  proceeds  from  those  items.  To  determine  the 
cost  of  items  sold,  an  enterprise  must  know  the  compo- 
sition of  the  store  inventory  at  the  beginning  of  the 
year  and  at  the  end  of  the  year  and  amounts  purchased 
during  the  year. 

The  cost  of  the  goods  sold  in  the  bookstore  cannot 
be  determined  because  the  center  did  not  take  an  inven- 
tory at  the  beginning  of  the  year  and  the  ending  inven- 
tory was  not  useable  since  it  was  inadequately  docu- 
mented. Also,  the  number  of  items  sold  from  stock 
could  not  be  determined.  The  individual  personnel  and 
the  related  facilities'  costs  are  not  identifiable. 

Because  of  the  lack  of  financial  information 
available,  it  was  not  possible  to  prepare  an  operating 
financial  statement  for  the  bookstore  or  to  determine 
that  the  bookstore  was  accomplishing  its  goal  of  re- 
covering costs. 

The  method  of  pricing  the  items  for  resale  sheds 
further  doubt  on  the  cost  recovery  system.   The  book- 
store manager  stated  that  he  prices  items  from  the 
catalog  because  the  actual  invoices  are  not  available 
to  him.   As  a  result,  he  is  not  aware  of  the  actual 
merchandise  costs  or  of  the  shipping  costs  for  the 
items  he  is  pricing. 
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RECOMMENDATION 

We  recommend  that  the  center: 

1.  Take  a  complete  bookstore  inventory  at  each  year-end. 

2.  Price  merchandise  according  to  the  invoices. 

3.  Accumulate  the  financial  information  necessary  to  deter- 
mine that  the  bookstore  is  recovering  costs. 

PAYROLL 

Administrative  Controls 

The  school  district  payroll  clerk  processes  the 
payroll  for  the  Helena  center  with  the  exception  of  the 
work  study  employees'  wages.   The  center  has  estab- 
lished its  own  computer  software  for  work  study  pay- 
roll.  Each  month  the  center's  administrative  secretary 
submits  a  report  to  the  school  district  payroll  clerk 
showing  changes  in  regular  pay  and  employee  leave 
taken.   The  school  district  uses  this  report  to  calcu- 
late employee  pay  and  to  maintain  employee  leave  re- 
cords . 

The  center  pays  the  Concentrated  Employment  Pro- 
gram (CEP)  teachers  according  to  the  approved  school 
district  salary  schedule.  All  other  teachers  are  paid 
at  115  percent  of  this  salary  schedule.  This  repre- 
sents an  inconsistency  in  the  payroll  system.  Center 
officials  state  the  the  center's  teachers  are  paid  115 
percent  of  other  school  district  teachers'  salaries  due 
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to  the  number  of  hours  which  a  vocational-technical 
teacher  is  in  class  per  week  (32-40  hours)  compared  to 
the  number  of  hours  which  other  school  teachers  are  in 
class  per  week  (27^  hours).   Center  officials  indicated 
that  they  had  verbal  approval  of  the  salary  rates  paid; 
however,  we  found  no  record  that  indicated  the  school 
board  had  authorized  this  policy  either  in  the  overall 
contract  or  the  individual  teachers '  contracts  for 
school  year  1977-78.   However,  school  district  board 
members  advised  us  that  this  was  considered  and  ap- 
proved.  A  provision  for  payment  of  115  percent  of  the 
salary  schedule  was  included  in  each  teacher's  contract 
for  school  year  1978-79. 

In  our  review  of  teacher  placement  and  qualifica- 
tions for  initial  placement  on  the  salary  schedule,  we 
noted  that  three  teachers  in  our  test  had  teaching 
certificates  which  expired  at  least  60  days  prior  to 
our  test.   The  minimal  requirement  to  teach  at  the 
center  is  a  valid  Montana  teaching  certificate  endorsed 
for  vocational  education.   This  is  a  requirement  of  the 
Board  of  Public  Education. 

In  addition,  for  six  teachers  the  amount  of  wage 
adjustment  for  work  experience  given  a  new  employee 
surpassed  the  maximum  the  school  board  allows.   Since 
1970,  the  school  board  has  allowed  a  maximum  of  six 
years  of  credit  for  work  experience  for  new  teachers. 
Teachers  are  also  placed  on  the  salary  schedule  in 
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accordance  with  college  degrees  held.   We  noted  six 
instances  v/here  teachers  were  given  credit  for  degrees 
they  did  not  have  and  in  one  instance  a  teacher  without 
a  college  degree  was  started  at  the  masters  level  of 
pay  and  was  granted  work  experience  credit  beyond  the 
six  years  authorized.   School  district  board  members 
stated  they  had  remedied  this  problem  for  the  current 
school  year. 

These  problems  illustrate  the  necessity  for  a 
salary  schedule  review  by  the  school  district's  person- 
nel manager. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Obtain  school  board  authorization  for  all  salary  agree- 
ments for  center  employees  and  adhere  to  board  policies 
concerning  experience  credit  and  educational  require- 
ments when  hiring  new  employees. 

2.  Require  each  teacher  to  hold  a  valid  Montana  Teaching 
Certificate  endorsed  for  vocational  education. 

We  recommend   that  the  school  board  record  all  official  board 
actions  in  its  minutes. 

Other  Controls 

The  following  is  a  description  of  other  control 
weaknesses  in  the  center's  payroll  procedure. 
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1.  The  center  uses  2,016  hours  per  year  as  its 
basis  for  determining  nonteacher  hourly  wages 
instead  of  the  2,080  actual  hours  in  a  40 
hours  per  week  work  year.   The  negotiated 
contract  also  refers  to  a  2,080  hour  work 
year.   This  procedure  results  in  overstated 
hourly  wage  payments  for  overtime  and  termin- 
ation pay. 

2.  The  center  does  not  reconcile  the  monthly 
payroll  to  the  report  submitted  to  the  busi- 
ness office  designating  payroll  changes. 
This  is  necessary  to  determine  that  all 
payroll  changes  authorized  are  actually  made 
and  to  determine  that  payroll  records  ar^ 
adequately  maintained. 

3.  Some  of  the  following  records  were  either 
missing  or  inaccurate  for  persons  in  our 
testing:   (1)  W-4  Forms,  (2)  payroll  status 
forms  for  savings  bonds  and  tax  shelter 
annuity  payments,  and  (3)  authorizations  to 
receive   decendent's   warrants.    Incomplete 
payroll  documentation  jeopardizes  the  ade- 
quacy and  accuracy  of  the  center's  payroll 
calculations . 

4.  The  leave  records  for  the  center  employees 
are  maintained  at  the  district  business 
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office.   There  are  no  leave  records  main- 
tained for  CEP  teachers.   The  accrued  leave 
balance  for  one  person  in  our  test  was  inac- 
curate due  to  inadvertent  destruction  of  some 
of  the  center's  leave  records  in  a  prior 
year.   When  this  occurred,   the  employees 
whose  records  had  been  destroyed  were  given 
"full"  balances  as  if  no  leave  had  been  taken 
since  their  initial  date  of  employment.   We 
also  noted  incomplete   leave  records.   A 
business  office  clerk  stated  that  part  of  the 
reasons  for  this  problem  was  that  "requests 
for  leave"  were  not  turned  in  for  all  ab- 
sences . 

REbOMMENDATIQN 

We  recommend  that  the  center: 

1.  Implement    procedures    to    strengthen    internal    controls 
over  payroll. 

2.  Reconcile    the    actual    payroll   with    the    center's   payroll 
report  each  month. 

We  recommend  that  the  school  district: 

1.  Calculate  overtime  and   termination  pay  on  a  2,080  hour 
work  year  basis. 

2.  Maintain  complete  payroll  records  for  each  employee. 
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Accounting  System 

The  results  of  our  payroll  audit  indicated  numer- 
ous accounting  weaknesses. 

1.  We  noted  three  instances  where  the  center 
paid  employees'  salaries  from  an  incorrect 
fund.   The  center  consistently  charges  sal- 
aries for  administering  the  Graduate  Equiva- 
lance  Degree   (GED)  test  against  supplies 
expense  from  a  nonbudgeted  fund. 

2.  We  found  five  instances  of  improper  expendi- 
ture accounts  being  charged  within  the  cen- 
ter's funds.   For  salaries  paid  from  two  or 
more  programs,  salary  costs  are  not  dis- 
tributed to  the  proper  program  each  pay 
period.   Instead,   the  costs  are  allocated 
entirely  to  one  program. 

3.  The  center  is  on  a  "before  the  fact"  payroll 
system.   Employees  are  paid  on  the  25th  of 
each  month  for  work  through  the  end  of  the 
calendar  month.   As  a  result,  employees  are 
paid  for  a  week's  work  which  they  have  not 
completed.   Because  of  this  procedure  and  the 
payroll  processing  time,  any  overtime  in  the 
last  two  weeks  of  the  pay  period  is  not  paid 
until  the  next  month.   This  violates  state 
law  which  requires  employees  to  be  paid 
within  ten  days  after  the  end  of  the  pay 
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period.   We  noted  one  instance  where  overtime 
pay  was  two  months  in  arrears  due  to  this 
problem  and  due  to  reporting  problems  outside 
the  business  office. 

RECOMMENDATION 

We  recommend  that  the  school  district: 

1.  Properly  account  for  payroll  expenditures   by  fund  and 
program. 

2.  Pay  overtime  compensation  promptly  in   compliance  with 
state  law. 

CASH  RECEIPTS 

The  center  received  revenue  from  a  number  of 
sources  during  fiscal  year  1977-78.   Most  of  the 
$1,844,000  reported  was  collected  in  the  operating  fund 
which  accounts  for  student  fees,  local  mill  levy  re- 
ceipts, and  state  and  federal  funding,  and  in  the 
resale  fund  which  accounts  for  the  center's  resale 
programs . 

Weekly  deposits  made  by  the  center  averaged  $8,000 
during  fiscal  year  1977-78.   The  major  sources  of  the 
cash  collected  at  the  center  are  student  tuition  fees 
and  proceeds  from  the  resale  program.   Some  collections 
are  received  through  the  mail,  but  most  are  collected 
in-person. 
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We  determined  that  controls  over  cash  receipts 
were  not  adequate  and  the  accounting  system  was  not 
accurate.   The  following  sections  discuss  these  prob- 
lems in  detail . 
Deposit  of  Cash 

The  center's  policy  is  to  make  a  weekly  transfer 
of  cash  collected  to  the  school  district  business 
office.   This  is  usually  done  each  Wednesday.   Each 
Friday  the  school  district  business  office  personnel 
make  a  deposit  with  the  county  treasurer.   The  Friday 
deposits  do  not  include  cash  collected  Wednesday, 
Thursday,  or  Friday  by  the  center.   Therefore,  cash 
received  on  Wednesday  will  not  be  deposited  until  at 
least  ten  days  later. 

We  found  that  the  center's  policy  of  making  weekly 
deposits  is  not  consistently  followed.   Our  findings 
show  that  52  percent  of  the  receipts  we  tested  were  not 
deposited  in  accordance  with  the  current  policy. 
Collections  received  several  days  before  the  deposit 
were  not,  at  times,  included.   For  instance,  when  the 
center  cashes  a  number  of  checks  for  students,  the  cur- 
rency in  the  center's  change  account  falls  below  $500 
and  the  center  withholds  enough  checks  from  the  deposit 
to  keep  the  change  fund  at  $500.   This  unnecessarily 
delays  the  deposit  of  these  checks. 

It  is  common  business  practice  to  deposit  intact 
the  day's  collections  at  the  end  of  each  day  or  at 


48 


least  when  the  aggregate  deposit  reaches  a  reasonable 
amount.   A  reasonable  maximum  amount  might  be  $100  for 
currency  or  $200  for  checks  and  currency.   This  is 
especially  important  where  other  controls  over  cash  are 
weak,  as  we  noted  on  page  77.   Daily  deposits  dis- 
courage the  unauthorized  use  of  cash,  and  intact  de- 
posits facilitate  accurate  records  of  cash  transac- 
tions.  They  also  allow  excess  cash  to  be  invested  more 
readily. 

We  counted  $8,000  in  cash  at  the  center  during  the 
summer  and  we  noted  that  weekly  deposits  occasionally 
exceed  $20,000.   This  money,  which  consists  of  checks 
and  currency,  is  kept  in  the  administrative  assistant's 
file  cabinet  except  following  school  registration  when 
it  is  taken  to  the  bank  for  overnight  safekeeping  prior 
to  deposit.   Although  the  file  cabinet  is  usually 
locked  and  has  limited  access,  the  center  has  a  fire- 
proof vault  which  has  adequate  storage  space  for  the 
receipts . 

The  center  and  the  school  district  should  make 
daily  deposits  directly  to  the  county  treasurer  when- 
ever they  have  accumulated  a  reasonable  amount  of 
receipts.   Since  the  accounting  records  are  kept  at  the 
school  district,  the  center  would  continue  to  give  the 
school  district  business  office  a  fund  distribution 
report.   School  district  personnel  could  verify  total 
cash  collection  by  receiving  a  validated  copy  of  the 
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deposit   ticket.    Internal  control  would  also  be 
strengthened  through  this  arrangement  since  the  con- 
trolling of  cash  receipts  and  the  recording  of  cash 
functions  would  be  separated. 

RECOMMENDATION 

We  recommend  that  the  center  and  the  school  district  busi- 
ness office  personnel  make  daily  intact  deposits  directly  to 
the  county  treasurer  when  they  have  accumulated  a  reason- 
able amount  of  receipts. 

Revenue  Collection 

During  peak  registration  periods,  the  center 
receives  large  amounts  of  money  within  a  short  period 
of  time.  In  order  to  handle  the  cash  collections,  the 
center  collects  student  fees  at  both  the  Roberts  Street 
facility  and  the  Helena  airport  facility.  The  center 
has  instructors  help  speed  the  cash  collection  process 
by  writing  receipts  for  students . 

Encoded  on  the  receipts  is  accounting  data  such  as 
funds,  programs,  and  accounts  affected.   This  informa- 
tion is  used  to  make  entries  into  the  accounting  re- 
cords and  therefore  must  be  accurate.   We  found  several 
examples  where  information  coded  on  the  receipts  did 
not  agree  with  the  accounting  distributions  shown  in 
the  accounting  records.   The  reason  for  the  discrepan- 
cies is  that  receipts  are  not  always  completed  in 
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detail,  especially  when  they  were  written  by  an  in- 
structor who  does  not  know  the  correct  coding. 

The  center  has  a  written  policy  which  states: 

"All  receipts  for  the  acceptance  of  money  for 
any  purpose  whatsoever  will  be  by  proper, 
official  receipt,  through  the  Office  at  1115 
North  Roberts.   This  will  ensure  that  the 
money  is  properly  receipted,  credited,  and 
deposited  into  the  correct  fund.   Nothing 
else  is  acceptable. " 

Adherence  to  this  policy  would  help  solve  the  coding 
problems  noted  and  would  strengthen  internal  control . 

Center  officials  stated  that  making  collections  at 
both  facilities  is  more  convenient  for  students  and 
speeds  cash  collection.   If  center  officials  wish  to 
continue  collecting  moneys  at  both  facilities,  they 
should  implement  other  procedures  to  ensure  that  cash 
collections  are  accurately  recorded.   One  possible 
alternative  may  be  the  use  of  a  cash  register  which 
could  alleviate  the  need  for  handwritten  receipts. 

RECOMMENDATION 

We   recommend   that  the   center  implement  procedures   to  en- 
sure that  cash  collections  are  accurately  recorded. 

Unnecessary  Funds 

The  school  district's  fund  structure  for  the 
center  includes  three  funds  which  are  not  necessary  to 
account  for  the  center's  activities.   These  funds  are 
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the  Vo-Tech  Dormitory  Fund,  the  Work  Study  Fund,  and 
the  Tool  and  Entrance  Fee  Fund. 

The  center's  dormitory  was  closed  in  December 
1977;  however,  the  fund  used  to  account  for  its  activ- 
ities is  currently  in  use.   The  fund  had  a  deficit  cash 
balance  at  June  30,  1978  of  $225.   The  transactions 
which  have  occurred  in  this  fund  since  the  dormitory 
was  closed  are  discussed  on  page  18. 

Presently,  the  center  does  its  own  accounting  for 
student  financial  aid.   The  accounting  function  was 
transferred  from  the  school  district  in  August  of  1975. 
The  Work  Study  Fund,  however,  is  still  on  the  records 
at  the  school  district  and  had  a  cash  balance  of  $109 
at  fiscal  year-end.   No  transactions  were  recorded  in 
this  fund  during  the  audit  year.   The  cash  balance  in 
this  fund  should  be  transferred  to  the  financial  aid 
accounts  maintained  at  the  center. 

The  center  uses  one  fund  called  the  Tool  and 
Entrance  Fee  Fund  as  a  clearing  account  for  three 
separate  purposes.   When  money  is  collected  for  student 
fees,  it  is  recorded  in  the  Tool  and  Entrance  Fee  Fund. 
Occasionally,  proceeds  from  insurance  claims  are  de- 
posited into  this  fund.   Any  student  fees  refunds  are 
also  made  from  this  fund  to  prevent  them  from  reducing 
the  center's  appropriation.   Normally,  clearing  ac- 
counts are  used  when  the  receipts  collected  are  not 
readily  identifiable  or  their  fund  distribution  is  not 
known.  The  center  instructs  the  district  to  transfer 
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money  from  the  Tool  and  Entrance  Fee  Fund  to  the  bud- 
geted operating  fund.  This  is  done  during  the  school 
year  as  money  is  needed  in  the  operating  fund. 

Student  fees  should  be  deposited  directly  into  the 
operating  fund  and  the  accounting  system  should  be 
modified  to  permit  refunds  from  the  operating  fund 
without  reducing  the  center's  authority  to  expend  its 
appropriation.   Because  Montana  law  does  not  specif- 
ically permit  school  districts  to  make  revenue  refunds 
in  this  manner,  the  Office  of  Public  Instruction  (OPI) 
has  prohibited  any  school  district  from  making  refunds 
from  the  operating  fund.   Because  a  law  exists  specifi- 
cally permitting  state  agencies  to  make  refunds  without 
decreasing   appropriation   authority,   OPI   officials 
believed  that  such  a  law  was  necessary  to  permit  the 
same  accounting  for  school  districts.   Under  the  pre- 
sent system  the  center  transfers  only  enough  student 
fees  to  match  the  spending  authority  budgeted  for  them. 
The  rest  of  the  student  fees  collected  remain  in  the 
Tool  and  Entrance  Fee  Fund.   The  amount  of  student  fees 
collected  in  excess  of  those  transferred  to  the  bud- 
geted fund  at  June  30,  1978  was  $9,442  as  discussed  on 
page  9.   This  procedure  also  understates  student  fees 
revenue  in  the  Operating  Fund. 

The  Board  of  Public  Education  should  establish  a 
policy  which  addresses  the  authority  for  centers  to  use 
insurance  proceeds.   The  board  should  designate  a 
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proper  accounting  procedure,  as  well  as  specify  au- 
thority to  spend  this  money. 

RECOMMENDATION 

We   recommend    that   the   school   district  close   the   Dormitory 
Fund    and    the    Work    Study    Fund,    and    use    the    Tool   and 
Entrance    Fee    Fund    only   when    a    clearance   account   is    re- 
quired. 

We  recommend  that  legislation  be  enacted  to  permit  school 
districts  to  make  refunds  without  decreasing  spending  au- 
thority . 

We  recommend  that  the  Board  of  Public  Education  establish  a 
policy  regarding  the  authority  for  centers  to  use  insurance 
claim  proceeds. 

Unrecorded  Revenue 

Resale  fund  revenue  reported  for  fiscal  year 
1977-78  was  understated  by  $8,236.   This  problem  was 
caused  by  revenues  not  being  recorded  in  the  proper 
year  by  the  school  district  office.   Part  of  the  money 
collected  during  the  last  week  in  June  1978  was  not  re- 
corded as  being  received  until  July  1978.   This  is 
caused  partially  by  the  county  treasurers'  policy  which 
provides  for  absolute  cutoff  of  transactions  at  June  30 
and  partially  by  the  center's  policy  of  depositing 
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receipts  weekly  instead  of  daily.   Another  cause  is  the 
school  district's  policy  of  not  recording  receipts 
until  they  have  cleared  with  the  county  treasurer's 
office . 

Cash  basis  accounting  principles  require  that  the 
school  district  and  the  center  record  cash  receipts  as 
of  the  day  they  are  received.  This  would  ensure  that 
revenue  is  deposited  and  recorded  in  the  proper  fiscal 
year. 

RECOMMENDATION 

We  recommend  that  the  center  seek  the  cooperation  of  the 
school  district  in  ensuring  that  revenue  is  recorded  in  the 
proper  year. 

Unrecorded  Accounts  Receivable 

Although  accounts  receivable  are  not  reported  by 
the  center,  we  determined  that  the  center  had  accounts 
receivable  from  various  sources .   Because  the  records 
are  incomplete,  it  is  difficult  to  determine  the  exact 
amount  of  these  receivables  at  June  30,  1978.   However, 
we  were  able  to  determine  that  accounts  receivable  were 
understated  near  fiscal  year-end  by  the  following 
amounts . 
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Unpaid  Student  Tuition  $    249 

Unpaid  Work  Orders  on 

Resale  Projects  14,635 

Unpaid  Employer's  Share  of 

Work  Study  1, 119 

Total  $16, 003 


The  center  prepares  monthly  billings  for  some  of 
the  unpaid  work  orders,  while  some  work  orders  are  left 
unbilled.   None  of  the  work  orders  from  the  Roberts 
Street  facility  are  billed  monthly  because  there  is  no 
ledger  of  work  orders  in-progress  which  would  show 
invoices  to  be  charged  to  the  various  jobs  performed  at 
the  Roberts  Street  center.   Establishing  such  records 
would  help  the  center  determine  the  resale  customers' 
bills. 

We  also  noted  that  receivables  exist  for  dishonor- 
ed checks,  but  it  was  not  feasible  for  us  to  determine 
the  amount  at  fiscal  year-end. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Maintain  adequate  accounts  receivable  records. 

2.  Develop    a    standard    procedure    for    billing    accounts 
receivable. 

CASH 

During  fiscal  year  1977-78,  the  center  admin- 
istered eight  bank  accounts,  two  change  funds,  two 
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petty  cash  funds,  and  a  savings  account.  In  addition, 
the  Lewis  and  Clark  County  Treasurer  holds  the  center's 
money  in  four  accounts.  At  June  30,  1977,  the  cash  in 
these  accounts  totaled  $55,000  while  at  June  30,  1978 
it  totaled  $93,000.  Our  review  disclosed  a  number  of 
problems  with  the  controlling,  accounting,  and  adminis- 
tering of  these  funds. 

The  center  currently  operates  two  accounting 
systems.   It  handles  the  student  activities  and  finan- 
cial aid  transactions  through  local  bank  accounts, 
while  both  the  center  and  the  school  district  maintain 
accounting  records  for  the  center's  activity  funds 
which  include  the  resale  programs  and  student  fees.   We 
discuss  the  problems  we  found  with  these  two  systems  in 
the  following  section. 

Accounting  for  Student  Financial  Aid  Cash 

The  center  records  cash  transactions  for  student 
financial  aid  primarily  on  checkbook  stubs  while  they 
maintain  subsidiary  detail  records  both  manually  and  on 
a  computer  system.   Transactions  are  often  recorded  in 
pencil  on  the  check  stubs,  and  if  an  error  is  made,  it 
is  usually  erased.   The  check  stubs  do  not  provide  a 
space  for  the  date  of  deposits  which  results  in  trans- 
actions not  being  recorded  in  chronological  order. 
Since  the  check  stubs  lack  space,  entries  are  at  times 
illegible  and  the  sources  of  deposits  are  not  always 
shown.   The  present  system  also  does  not  provide  for 
the  accumulation  of  revenues  and  expenses  by  type. 
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Center  personnel  stated  that  the  current  checkbook 
system  was  established  based  on  the  recommendation  of  a 
prior  auditor.   The  prior  audit  report  specifies  that 
control  accounts  be  established  as  recommended  in 
"Accounting,  Recordkeeping,  and  Reporting  by  Colleges 
and  Universities  for  Federally  Funded  Student  Financial 
Aid  Programs,"  HEW  1974.   This  HEW  manual  provides  that 
a  single  entry  system  such  as  a  checkbook  may  be  ade- 
quate if  there  is  limited  activity  and  it  is  carefully 
maintained.   As  it  was  maintained  during  our  audit 
year,  this  accounting  system  leaves  an  inadequate  audit 
trail.   Common  bookkeeping  practices  require  that  all 
transactions  be  recorded  in  ink  and  that  errors  be 
corrected  by  drawing  a  single  line  through  them.   The 
center's  financial  aid  activity  is  frequent  enough  that 
transactions  should  be  journalized  and  posted  to  proper 
ledger  accounts.   This  would  facilitate  the  determina- 
tion of  revenues  and  expenses  for  student  financial  aid 
for  the  year. 

RECOMMENDATION 

We  recommend  that  the  center  implement  an  accounting  sys- 
tem that  properly  records  transactions  and  provides  an  ade- 
quate audit  trail  for  the  student  financial  aid  transactions. 

Timely  Record  Keeping 

The     student     financial     aid    officer    records    work 
study  payroll   payments    approximately   one   week   after   the 
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checks  have  been  issued.   The  financial  aid  officer 
stated  the  reason  for  this  procedure  was  to  avoid 
showing  a  negative  balance  on  the  books.   The  negative 
balance  occurs  because  the  request  for  the  federal 
payment  cannot  be  prepared  until  the  end  of  the  payroll 
period. 

Due  to  this  improper  recording  procedure,  cash  in 
the  administrative  work  study  account  was  overstated  by 
$4,800  at  June  30,  1977  and  by  $4,600  at  June  30,  1978. 
In  order  for  accounting  records  to  be  accurate,  trans- 
actions must  be  recorded  as  of  the  date  they  occur. 

We  noted  instances  where  the  center  did  not  pre- 
pare bank  reconciliations  during  the  audit  period  on 
some  of  the  financial  aid  accounts.   Only  two  of  the 
eight  financial  aid  accounts  received  bank  statements 
at  year-end. 

Month-end  bank  reconciliations  are  necessary  to 
determine  if  cash  receipts  and  disbursements  are  pro- 
perly handled  and  that  cash  balances  are  accurately 
stated.   The  center's  student  financial  aid  office  has 
not  established  procedures  to  require  that  all  accounts 
be  reconciled  each  month.   These  reconciliations  would 
be  easier  if  the  center  had  the  bank  statement  dates 
changed  to  the  end  of  each  month. 
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RECOMMENDATION 

We  recommend  that  the  center: 

1.  Record  work  study  payroll  transactions  when  they 
occur. 

2.  Require  that  monthly  bank  reconciliations  be  prepared 
for  each  of  the  financial  aid  accounts. 

Cash  Outside  the  County  Treasury 

As  mentioned  earlier,  the  center  maintains  eight 

financial  aid  cash  accounts  through  local  banks  with  a 

June  30,  1978  balance  totaling  $17,440.   These  accounts 

are  not  recorded  on  the  school  district's  accounting 

systems  nor  is  the  county  treasurer  the  custodian  of 

these  funds.   Section  75-7208,  R.C.M.  1947,  provides: 

"Whenever  an  approved  post-secondary  voca- 
tional technical  center  under  the  provisions 
of  section  75-7707  is  operated  within  a 
district,  the  trustees  of  such  district  shall 
establish  a  post-secondary  vocational  techni- 
cal center  fund.   All  moneys  prescribed  and 
received  under  the  provisions  of  section 
75-7709  shall  be  credited  to  the  post- 
secondary  vocational  technical  center  fund. 
The  expenditure  of  the  moneys  deposited  in 
the   post-secondary   vocational   education 
center  fund  shall  be  made  under  the  budget 
and  for  the  programs  approved  by  the  board  of 
education  under  the  provisions  of  section 
75-7708   and  the   financial   administration 
provisions  of  this  Title." 

The  financial  administration  provisions  of  Title 

75  are  contained  in  Chapter  68.   Section  75-6801, 

R.C.M.  1947,  defines  a  "fund"  and  specifies  that  there 

are  two  types  of  funds:   (1)  budgeted  funds,  and  (2) 

nonbudgeted  funds.   All  school  district  funds  fall 
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within  one  of  these  two  categories.   Section  75-6805, 
R.C.M.  1947,  sets  forth  the  duties  of  the  county  treas- 
urer as  they  relate  to  each  school  district  and  pro- 
vides in  part: 

"The  county  treasurer  of  each  county  shall: 


(4)  keep  a  separate  accounting  of  the  re- 
ceipts, expenditures,  and  cash  balances  for 
each  budgeted  fund  included  on  the  final 
budget  of  each  district  and  for  each  non- 
budgeted  fund  established  by  each  district; 


(6)  receive  all  revenue  collected  by  and  for 
each  district  and  deposit  these  receipts  in 
the  fund  designated  by  law,  or  the  district 
if  no  fund  is  designated  by  law." 

The  legislative  intent,  as  expressed  in  the  provi- 
sions set  forth  on  financial  administration,  is  that 
all  funds  received  by  a  school  district,  whether  budg- 
eted or  nonbudgeted,  be  deposited  in  the  county  treas- 
ury. As  the  center's  funds  are  to  be  treated  the  same 
as  school  district  funds  pursuant  to  Section  75-7208, 
R.C.IVI.  1947,  all  center  funds  should  also  be  deposited 
in  the  county  treasury. 

This  presents  a  problem  for  the  center.   The 
present  system  allows  the  center  to  write  the  financial 
aid  checks  on  a  timely  basis  and  to  identify  them 
properly  in  accordance  with  federal  guidelines.   How- 
ever, this  system  is  not  in  accordance  with  the  laws 
cited  above . 
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Transferring  custody  of  the  funds  to  the  county 
treasurer  and  recording  financial  aid  activity  on  the 
school  district's  computer  system  has  the  advantages  of 
better  internal  control  and  better  recordkeeping  facil- 
ities.  We  note  on  page  69  that  lack  of  records  has 
caused  some  problems  for  the  center's  financial  aid 
office.   The  district's  accounting  system,  however, 
would  have  to  be  modified  in  order  to  process  financial 
aid  warrants  timely,  to  accumulate  receipts  and  expend- 
itures by  type  and  federal  program,  and  to  identify 
properly  the  payments  in  accordance  with  federal  guide- 
lines . 

RECOMMENDATION 

We  recommend  that  the   Board  of   Public  Education  determine 
the    best   way    for    centers    to    process   student  financial  aid 
transactions   and   seek  system  changes   to  facilitate   the  pro- 
cessing. 

We  recommend  that  the  center  implement  an  accounting  sys- 
tem that  properly  records  student  financial  aid  transactions 
and  leaves  an  adequate  audit  trail. 

Cash   Funds 

The  center  has  two  petty  cash  funds  and  two  change 
funds  whose  balances  are  not  reported  in  the  accounting 
records.   This  understated  cash  by  $1,200  at  June  30, 
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1978.   Revenue  is  also  understated  by  $1,100  as  the 
receipts  for  the  change  funds  are  currently  not  re- 
corded.  Normally,  change  funds  are  authorized  up  to  a 
certain  limit.   The  change  fund  is  ordinarily  returned 
to  its  nominal  balance  each  day.   The  center  has  not 
established  a  limit  for  its  bookstore  change  fund. 
This  results  in  a  lack  of  accountability  since  the 
beginning  cash  balance  is  not  documented. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Record  all  cash  balances  on  its  accounting  records. 

2.  Establish    a    nominal    balance    for   the    bookstore   change 
fund. 

Beginning  Cash  Balances 

The  center's  Operating  Fund  beginning  cash  balance 
at  July  1,  1977  was  a  deficit  of  $12,925.   This  balance 
represents  an  overexpenditure  of  previous  years'  rev- 
enue collections.   The  following  schedule  illustrates 
the  beginning  and  ending  cash  balances  for  the  center 
from  fiscal  year  1973-74  to  fiscal  year  1977-78. 
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Beginning   Cash  Budgeted  Actual  Ending   Cash 

Balance  July  1        Revenue  Expenditure  Balance   June   30 

1973-74        $          (70)  $      851,298  $      853,071  $(    1,843) 

1974-75             (1,843)  916,279  924,534  (10,098) 

1975-76          (10,098)  1,106,543  1,158,316  (61,871) 

1976-77          (57,766)-'^  1,317,488  1,272,647  (12,925) 

1977-78          (12,925)  1,276,976  1,276,154  (12,103)— 

"Not    in   agreement   with  prior  year's   ending  balance   because 
of  an   unrecorded   transfer. 

""Not   in  agreement  with  June   30,    1978    school   district   business    office 
deficit  balance   of   $10,815   because   actual    revenue    is    $1,288   greater 
than   the  budget. 

These    deficit    year-end    balances    represent    consistent 

overexpending    of    the     available    cash    by    the    center. 

Negative   cash  balances    in  the   center's   account  indicate 

that    money    is    being   borrowed    from   other    funds    to   pay 

the    center's    obligations.      The    center  has   no   authority 

to    borrow    from    other    funds.       Section    16-2604,     R.C.M. 

1947,    specifies    that    the   county  treasury  must  register 

all    warrants    not   paid    for    lack   of    funds.      The    center 

should    seek    school    district    trustee    approval    to    use 

money    available    in   its   unrestricted   funds   to   repay  the 

operating  fund. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Repay  the  deficit  balance  in  the  operating  fund. 

2.  Make  expenditures  only  to  the  extent  of  its  cash  collec- 
tions. 
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Cash  Register 

At  June  30,  1978,  we  counted  all  of  the  cash 
located  at  the  center.   Included  in  this  count  was  the 
bookstore  cash.   We  found  $77,  which  had  been  kept  in 
the  cash  register  since  the  end  of  school.   The  center 
should  not  keep  any  of  the  change  in  the  bookstore  cash 
register  overnight  or  on  a  continuous  basis. 

The  cash  register  is  used  only  as  a  cash  drawer. 
The  store  clerks  do  not  use  it  to  accumulate  total 
sales,  and  not  all  sales  are  "rung  up."   As  a  result, 
when  we  counted  cash,  we  had  no  idea  of  the  amount  of 
money  to  expect  to  find  in  the  cash  drawer.   The  cash 
is  receipted  periodically  at  the  business  office.   This 
provides  the  only  sales  information  available  from  the 
records . 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Use    the    bookstore    cash    register   to   establish    control 
over  sales. 

2.  Reconcile  the  cash   register  control  amount  to  the  daily 
deposits. 

PLANT,  PROPERTY,  AND  EQUIPMENT 

The  center's  total  plant,  property,  and  equipment 
valuation  amounts  to  approximately  $3,100,000.   The 
center  maintains  Building  and  Land  Accounts  at  the 
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school  district  business  office.   Equipment  accounts 
are  maintained  on  a  computer  printout,  organized  by 
department.   This  report  provides  information  regarding 
acquisition  date,  value  assigned,  asset  description, 
identification  code  number,   and  supplier.   In  our 
review  of  the  recording,  control,  and  reporting  proce- 
dures over  fixed  assets  we  found  the  following  weak- 
nesses . 

The  center's  equipment  listing  includes  numerous 
items  irrelevant  to  equipment  inventory.   The  list 
includes  various  capital  items  which  the  center  should 
add  to  the  basis  of  the  building,  numerous  low  cost 
supply  items  which  the  center  should  have  expensed  when 
purchased,  and  many  assets  with  inflated  values  that  do 
not  correspond  to  the  center's  associated  cost.   This 
is  the  case  with  the  center's  federal  excess  property. 
The  center  places  the  federal  acquisition  value  of  the 
equipment  on  the  control  listing  instead  of  its  associ- 
ated acquisition  cost  to  the  center.   This  overstated 
the  equipment  valuation  by  approximately  $199,000. 
Title  to  the  equipment  is  retained  by  the  federal 
government. 

Another  problem  involves  loaned  property  from  the 
Great  Falls  center  to  the  Helena  center.   The  control 
listing  shows  $6,389  in  cost  to  the  center  when,  in 
fact,  it  incurred  no  related  costs.   Other  tests  illus- 
trated that  the  control  listing  does  not  include  all 
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the  center's  equipment.   Specifically,   the  center 
omitted  truck  tractors  in  the  Truck  and  Coach  Depart- 
ment. 

Our  review  also  revealed  that  the  center  does  not 
have  a  lease  agreement  for  the  classroom  shop  building 
rented  from  the  airport.   The  center  has  leased  the 
classroom  space  for  approximately  5  years  with  an 
associated  cost  of  $4,500  for  this  school  year. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Include  all  capital  equipment  on  its  control  listing  and 
record  equipment  at  acquisition  cost  or  at  fair  value  if 
equipment  is  donated. 

2.  Require  contracts  for  all  lease  agreements. 

INVENTORIES 

Inventories  at  the  Helena  center  consist  of  two 
types:  supplies  for  operating  the  center's  class  and 
administrative  functions  and  supplies  for  the  various 
departments'  repair  projects.  The  center  refers  to  the 
latter  as  "resale  supplies"  because  the  students  use 
them  in  their  "live  work"  which  they  bill  to  the  equip- 
ment owners . 

The  center  does  not  maintain  adequate  inventory 
records .  The  records  they  keep  are  not  accurate  in 
count  and  do  not  include  all  items.   Current  year-end 
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procedures  for  inventory  counts  include  only  items 
which  will  need  to  be  restocked  for  the  following 
school  year.   The  items  sufficiently  stocked  for  the 
following  year  are  not  inventoried.   The  center  also 
receives  large  quantities  of  donated  supplies  which  are 
not  inventoried.   These  problems  result  in  accounting 
records  which  are  not  auditable  and  contribute  to  the 
center's  inability  to  properly  determine  its  costs  of 
operation. 

When  we  determined  that  the  inventory  records  at 
the  center  were  not  auditable  in  dollar  amount,  we 
tested  for  physical  controls  over  the  inventory.   The 
bookstore  supplies  are  kept  in  unlocked  storage  rooms 
with  access  available  to  anyone  in  the  building. 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Implement  physical  controls  to  safeguard  its  inventories. 

2.  Place  valuations  on  year-end  inventories. 

STUDENT  FINANCIAL  AID 

The  center  received  $150,000  from  financial  aid 
grants  made  by  the  federal  government  and  $3,258  from 
state  sources  during  fiscal  year  1977-78.  In  addition, 
the  center  received  $11,125  from  off-campus  work  study 
employers.  A  total  of  $163,798  in  financial  aid  was 
paid  to  140  students  at  the  center  during  the  audit 
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period.   The  center  has  a  student  financial  aid  office 
which  administers  the  funds  and  determines  student 
eligibility.   The  problems  we  found  during  our  review 
of  student  financial  aid  are  discussed  below. 
Lack  of  Records 

The  financial  aid  officer  does  not  maintain  ac- 
counting records  which  accumulate  cash  receipts  and 
expenditures  by  program.   This  results  in  the  financial 
aid  officer  having  problems  in  completing  year-end 
federal  reports.   For  instance,  we  reviewed  federal 
report  form  OE  646  and  determined  that  there  were 
incorrect  amounts  reported  to  the  federal  government. 
Some  reported  amounts  were  not  based  on  actual  figures 
but  on  "balancing"  figures  developed  by  the  financial 
aid  officer. 

We  discussed  this  problem  with  center  officials 
and  found  that  the  method  used  in  completing  the  form 
was  used  in  order  to  file  the  report  on  time.   Because 
adequate  accounting  data  is  not  maintained  by  the 
financial  aid  officer,  the  necessary  information  needed 
to  produce  factual  reports  was  not  available. 

We  noted  another  problem  which  is  caused  by  lack 
of  records  in  the  student  financial  aid  office.   Em- 
ployers who  hire  work  study  students  are  required  to 
pay  20  percent  of  their  salary,  and  federal  financial 
aid  funds  pay  the  remainder.   Federal  guidelines  state 
that  the  center  may  recover  from  an  employer  costs 
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incurred  by  an  institution  in  administering  work  study- 
funds  to  the  extent  that  such  costs  exceed  4  percent  of 
the  compensation  paid  to  students.   Any  funds  received 
which  exceed  the  administrative  costs  after  taking  into 
account  the  federal  allowance  for  this  cost  shall 
either:   (1)  reduce  the  federal  allowance,  (2)  be  held 
in  trust  for  future  years,  or  (3)  be  returned  to  the 
employer. 

The  financial  aid  office  has  adopted  a  policy  of 
charging  work  study  employers  a  5  percent  administra- 
tive charge.  The  financial  aid  office  does  not  main- 
tain records  which  accumulate  the  administrative  ex- 
penses for  the  work  study  program,  and,  as  a  result, 
center  personnel  have  not  determined  if  the  center 
collects  more  or  less  than  the  cost  of  administration. 

These  two  examples  demonstrate  the  need  for  the 
financial  aid  office  to  maintain  complete  and  accurate 
accounting  records . 

RECOMMENDATION 

We  recommend  that  the  center: 

1.  Ensure  that  documents  filed  with  the  federal  government 
for  student  aid  programs  are  factual  and  accurate. 

2.  Develop  an  accounting  system  which  would  provide  the 
information  necessary  to  complete  federal  reports  accur- 
ately and  in  accordance  with  generally  accepted  account- 
ing principles. 
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3.       Determine  that  the  proper  amount  of  administrative  cost 
is  assessed  work  study  employers. 

Loan  and  Scholarship  Funds 

The  Judge  Loble  Loan  Fund  was  established  to  make 

loans  and  gifts  to  students.   Our  audit  disclosed  the 

following: 

--The  center  does  not  keep  a  loan  record  book  to 
show:   Date  and  amount  of  loan,  student  receiving 
the  loan,  repayments  and  loan  balance. 

--The  records  indicate  that  outstanding  loans  to- 
taled $1,415  at  fiscal  year-end;  however,  only 
$1,100  had  been  available  to  loan,  and  $320  of 
that  was  in  the  bank. 

--A  cashier's  check  is  used  to  withdraw  funds  from 
the  bank.   The  payee  is  occasionally  the  assistant 
director  of  the  center.   At  times,  due  to  incom- 
plete records,  the  name  of  the  student  receiving 
the  loan  is  not  recorded  in  the  records. 

— No  application  or  statement  of  financial  need  is 
required  for  a  student  to  receive  a  loan.   A 
student  is  not  required  to  sign  for  the  loan 
stating  that  he  received  it  and  is  bound  to  repay 
it. 

The  fund's  restrictions  do  not  require  this  docu- 
mentation, but  good  management  practices  will  make 
these  moneys  available  for  future  student  use. 

The  center  also  receives  annually  a  grant  from  the 
Peter  Nelson  Trust  for  the  purpose  of  awarding  scholar- 
ships to  deserving  students.   We  noted  the  following 
problems  with  the  center's  handling  of  the  fund: 

--Instances  were  noted  where  monthly  bank  reconcili- 
ations were  not  prepared. 
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— since  one  person  handles  the  fund  entirely,  in- 
cluding granting  scholarships,  recording  in  the 
accounting  records,  and  signing  the  checks,  in- 
ternal controls  are  weak. 


Although  these  two  funds  represent  student  aid, 
they  are  not  handled  by  the  center's  student  financial 
aid  office.   Transferring  control  over  these  funds  to 
the  student  financial  aid  office  would  mean  the  center 
must  establish  only  one  system  to  control  and  to  ac- 
count for  the  funds. 

RECOMMENDATION 

We  recommend  that  the  center  transfer  control  of  the  Judge 
Loble  Loan  Fund  and  the  Peter  Nelson  Scholarship  Fund  to 
the  student  financial  aid  office. 

Other  Student  Financial  Aid  Problems 

We  noted  other  problems  with  the  center's  finan- 
cial aid  office  which  need  correction. 

The  center  did  not  have  on  file  a  written  agree- 
ment with  the  Office  of  Public  Instruction  for  work 
study  students  who  were  employed  by  that  office.  This 
agreement  serves  as  a  binding  contract  and  is  required 
by  federal  guidelines.  Procedures  should  be  adopted 
requiring  a  written  agreement  to  be  on  file. 

We  noted  instances  where  financial  aid  award 
notifications  were  not  on  file.   These  documents  are 
important  because  they  provide  the  basis  for  computing 
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the  amount  of  aid  a  student  should  receive.   They  also 
provide  evidence  that  a  student  accepted  the  award. 

RECOMMENDATION 

We    recommend   that  the   center  adopt  procedures  which  re- 
quire: 

1.  Written  agreements   between  the  financial  aid  office  and 
work  study  employers. 

2.  Financial  aid  award   notifications   to  be  on   file   for  stu- 
dents who  receive  aid. 

PURCHASES  OVER  $4,000 

Section  75-6808(2) ,  R.C.M.  1947,  provides: 

"Whenever  the  estimated  cost  .  .  .  exceeds 
the  sum  of  $4,000,  the  work  done  or  the 
purchase  made  shall  be  by  contract.   Each 
such  contract  must  be  let  to  the  lowest 
responsible  bidder  after  advertisement  for 
bids  ...  A  contract  not  let  pursuant  to 
this  Section  shall  be  void." 

Section  75-6808.1,  R.C.M.  1947,  provides: 

" .  .  .a  school  district  shall  not  curcumvent 
such  provision  by  dividing  a  .  .  .  project 
.  .  .  into  several  contracts.  ..." 

The  center  requested  quotes  from  specific  sup- 
pliers but  did  not  advertise  for  bids  for  the  parking 
lot  improvements  costing  $7,482.   Although  different 
suppliers  were  selected  for  the  crushed  material 
($3,832)  and  for  leveling  and  for  installing  a  culvert 
($3,650),  all  the  work  was  part  of  a  single  project. 


73 


In  two  cases  the  center  purchased  $18,000  and 
$5,000  in  small  tools  from  one  vendor  without  advertis- 
ing the  tools  for  bid.   The  center  obtained  price 
quotes  from  known  suppliers  but  the  purchase  was  not 
advertised  for  general  bidding.   The  tools  were  ob- 
tained for  purchase  by  the  center's  students. 

In  another  case,  the  center  pays  over  $4,000  per 
year  to  a  laundry  and  dry  cleaner  for  services.   This, 
too,  was  not  advertised  for  bid,  but  quotes  were  ob- 
tained from  known  suppliers. 

The  law  was  designed  to  ensure  that  large  pur- 
chases are  competitively  bid,  that  the  lowest  bid  is 
obtained  and  that  all  interested  parties  are  given  an 
equal  opportunity  to  make  the  sale.   The  center  should 
take  the  steps  necessary  to  ensure  that  large  purchases 
are  advertised. 

RECOMMENDATION 

We  recommend   that  the  center  comply  with   section   75-6808, 

R.C.M.     1947,    by   obtaining    bids    for   purchases    exceeding 

$4,000. 

DORMITORY  FUNDS 

When  the  dormitory  closed  in  December  1977,  the 
Dormitory  Enterprise  fund  had  an  ending  cash  balance  of 
$3,551.   The  center  used  this  money  to  make  a  down 
payment  on  land  for  a  building  trades  house  and  for 
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construction  materials.   This  represented  a  major 
change  in  the  center's  funding  of  the  building  trades 
program,  yet  we  found  no  record  of  approval  by  the 
school  district  trustees.   Certain  board  members  stated 
that  they  were  aware  of  the  purchase  of  the  lot  but  not 
of  the  source  of  funding. 

RECOMMENDATION 

We    reconunend    that   the    center  obtain   school  board  approval 

for  major  changes  in  financing  programs. 

ADULT  EDUCATION 

Relating  to  the  center's  operation,  but  not  in- 
cluded as  part  of  the  center,  is  the  Adult  Education 
Program.   This  program  is  funded  by  a  one  mill  levy  on 
the  school  district  property  and  by  fees  collected  for 
each  class.   The  director  of  the  center  is  also  the 
director  for  this  program.   The  two  adult  education 
employees  recently  moved  into  an  office  at  the  center 
and  the  program  uses  the  center's  building  and  the  high 
school  building  for  its  classrooms. 

Generally  the  fees  for  the  classes  are  collected 
at  the  first  class.   We  found  that  for  one  of  the 
classes,  the  center  collected  the  money  and  included 
the  students  m  their  contact  hour  calculation  dis- 
cussed on  page  16.   By  commingling  the  statistics  and 
the  money  the  center's  records  lose  some  of  their 
validity. 
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RECOMMENDATION 

We  recommend  that  the  center  keep  its  records  separate  from 

the  adult  education  program. 

ENROLLMENT  OF  STUDENTS 

The  Board  of  Public  Education  sets  the  center's 

policy  for  student  tuition  fees  and  enrollment.   The 

board's  policy  manual  states  under  the  heading  of 

student  fees: 

"Deferments  and  Waivers  -  No  waivers  and/or  defer- 
ments of  fees  and/or  tuition  are  authorized." 

We  found  instances  where  the  center  has  enrolled 
students  who  have  not  paid  their  tuition  in- full. 
Center  officials  stated  they  were  aware  of  the  policy, 
but  that  it  is  occasionally  not  followed.   This  is 
usually  the  case  when  the  student  is  waiting  for  a 
check  from  the  Veterans  Administration,  CETA,  or  other 
funding  organization.   If  a  student  has  evidence  that 
he  is  entitled  to  receive  benefits,  the  center  enrolls 
him.   The  center  should  obtain  an  amendment  to  the 
board's  policy  to  permit  this  procedure  where  it  is 
warranted. 

As  mentioned  on  page  55,  $249  was  uncollected  for 
student  fees  at  June  30,  1978.   In  order  for  the  center 
to  enroll  students  without  breaking  board  policy,  the 
center  could  lend  the  students  money  from  the  Judge 
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Loble  Loan  Fund.   Otherwise,  students  who  do  not  pay 
their  fees  should  not  be  enrolled  without  obtaining  a 
policy  waiver  from  the  Board  of  Public  Education. 

RECOMMENDATION 

We  recommend  that  the  center  comply  with  the  Board  of 
Public  Education  Policy  Manual  for  Vocational  Technical 
Centers  or  seek  amendments  to  board  policies. 

INTERNAL  CONTROL 

As  part  of  our  examination,  we  made  a  study  and 
evaluation  of  the   center's  system  of  internal  ac- 
counting control  to  establish  a  basis  for  reliance 
thereon  in  determining  the  nature,  timing,  and  extent 
of  other  auditing  procedures  necessary  for  expressing 
an  opinion  on  the  financial  statements  and  to  assist  in 
planning  and  performing  our  examination  of  the  finan- 
cial statements. 

The  objective  of  internal  accounting  control  is  to 
provide  reasonable,  but  not  absolute,  assurance  as  to 
the  safeguarding  of  assets  against  loss  from  unautho- 
rized use  or  disposition,  and  the  reliability  of  fi- 
nancial records  for  preparing  financial  statements  and 
maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a 
system  of  internal  accounting  control  should  not  exceed 
the  benefits  derived  and  also  recognizes  that  the 
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evaluation  of  these  factors  necessarily  requires  esti- 
mates and  judgments  by  management. 

Our  examination  would  not  necessarily  disclose  all 
weaknesses  in  the  system  of  internal  accounting  control 
because  it  was  based  upon  selective  tests  of  accounting 
records  and  related  data.   However,  our  study  and 
evaluation  disclosed  conditions  that  we  believe  to  be 
material  weaknesses  in  the  internal  accounting  controls 
established  by  the  center  and  the  center's  compliance 
with  those  controls.   We  discuss  these  weaknesses  in 
this  report. 

— Proper  segregation  of  duties  between  persons 
. involved  with  the  processing  of  cash  receipts  and 
disbursements,  those  recording  cash  transactions, 
and  those  reconciling  the  accounts  does  not  exist 
for  the  student  financial  aid  accounts  and  the 
vo-tech  activities  accounts . 

--There  is  no  written  authorization  to  establish  the 
student  financial  aid  accounts. 

— No  maximum  dollar  limit  exists  for  checks  written 
on  the  student  financial  aid  accounts.   Maximum 
dollar  limits  have  been  established  for  the  cen- 
ter's warrants  written  at  the  school  districts 
office;  however,  the  county  treasurer  has  not  been 
informed  of  these  limits. 

— A  list  of  authorized  petty  cash  expenditures  has 
not  been  established  for  the  center's  two  petty 
cash  funds . 

--Responsibility  for  change  funds  and  petty  cash 
funds  is  not  vested  with  one  person.   Persons  with 
access  to  the  funds  also  receive  and  record  cash 
receipts . 

--Blank  check  stock  for  the  student  financial  aid 
accounts  and  the  accounts  handled  by  the  district 
is  not  adequately  protected  against  unauthorized 
use. 
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-Bank  statements  are  not  always  kept.   No  records 
retention  policy  has  been  established  by  the 
student  financial  aid  office. 

-The  check  signers  for  the  student  financial  aid 
accounts  are  not  authorized  in  writing  by  the 
center.   The  number  of  check  signers  is  excessive 
since  checks  are  usually  signed  with  a  signature 
plate . 

-Checks  transferring  funds  between  student  finan- 
cial aid  accounts  and  warrants  received  from  DHEW 
are  not  restrictively  endorsed. 

-Deposit  tickets  for  the  student  financial  aid 
accounts  do  not  list  deposit  items  seperately. 

-Stale  dated  checks  are  not  written  off  on  a  timely 
basis  for  the  student  financial  aid  accounts. 

-Check  voiding  procedures  at  times  do  not  ensure 
that  the  checks  are  written  off  properly  for  the 
student  financial  aid  accounts.   The  center  has 
received  two  series  of  misprinted  checks  from  the 
bank  which  should  not  be  retained. 

-The  center  does  not  retain  primary  records  such  as 
student  registration  sheets  and  student  issue 
sheets . 

-Eleven  percent  (eleven  of  100)  of  our  sample 
invoices  were  not  added  prior  to  the  administra- 
tor's approval.   Thirty- four  of  sixty- five  of  our 
sample  invoices  were  not  marked  as  goods  being 
received  at  the  time  invoices  were  paid. 

-The  center  has  not  assigned  the  responsibility  for 
receiving  goods.   We  noted  items  received  at 
various  locations  and  accepted  by  various  employ- 
ees . 

-Adjustments  to  the  center's  receipts  ledger  are 
not  always  explained.  This  makes  it  difficult  to 
determine  if  the  adjustments  are  proper. 

-Receipts  are  not  always  made  out  to  the  individual 
paying  so  they  can  not  be  traced  to  the  payment. 

-Certain  refund  checks  to  students  are  delivered  to 
the  center  instead  of  mailing  them  directly  from 
the  school  district  office. 

-The  center's  bookkeepers  and  student  financial  aid 
officer  have  access  to  cash  receipts  and  the 
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accounting  records  for  the  receipts.   The  book- 
keepers will  also  at  times  make  the  deposits. 

— The  combination  to  the  center's  safe  is  not 
changed  periodically  or  at  each  change  in  person- 
nel who  know  the  combination. 

--Checks  are  not  restrictively  endorsed  immediately 
when  received  by  the  center. 

--Receipts  are  not  written  in  all  instances  where 
cash  is  received. 

— Receipts  to  the  student  activity  fund  are  not 
deposited  in  a  timely  manner. 


Adequate  internal  control  over  cash  accounts  is 
necessary  to  ensure  that  all  cash  received  is  properly 
deposited  and  that  all  payments  made  are  proper  and  in 
the  best  interest  of  the  center.  Correction  of  the 
control  weaknesses  described  above  will  help  provide 
the  center  with  adequate  control  over  cash  transac- 
tions . 

RECOMMENDATION 

We    recommend    that   the    center    establish   adequate    internal 

control  over  the  cash  receipts  and  disbursements. 
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FINANCIAL  STATEMENTS 


HELENA  VOCATIONAL  TECHNICAL  CENTER 

ALL  FUNDS 

STATEMENT  OF  CASH  RECEIPTS 

FISCAL  YEAR  ENDED  JUNE  30,  1978 


Manpower    Adult 
Operating  Dormitory   Programs    Basic 
Fund       Fund     CETA-CEP  Education 


RECEIPTS 

Transfers  between  funds 

Student  rentals 

District  property  taxes 

Student  Activities 

Student  Fees 

Sale  of  house  proceeds 

Resale  proceeds 

State  and  federal 
financing 

Loan  Collections 

Prior  year  adjust- 
ments 

Miscellaneous 

Funds  from  Commissioner 
of  Higher  Education 

Work-study  matching 
funds -employers 

Work-study  matching 
funds-HVTC 

Funds  received  from 
Peter  Nelson  Trust 
Total  Receipts 


$   51,336 
57,640 

1,169,018 

270 


$12,410 


$   2,091   $   975 


152,008    42,532 


$1,278,264   $12,415   $154,099   $43,507 


Rl 


Transpor-   Tool  &   Building         Associated 
Work     tation   Entrance   Trades  Clubs     Financial 

Study    Safety     Fee      House    Resale   Account      Aid       Totals 


$4,000 


$32,482 


$56,053 

$263,531 


160        48       280 


-0-    $4,000   $32,642   $56,101   $263,811 


$2, 

,500 

$ 

9,566 
12,410 
51,336 

5, 

,623 

5,623 

90,122 

56,053 

263,531 

$150,000 

1. 

,513,558 

176 

176 

564 

564 

113 

876 

3,258 

3,258 

11,125 

11,125 

9,369 

9,369 

4,866 
$179,471 

H 

4,866 

$8_ 

,123 

,032,433 
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HELENA  VOCATIONAL  TECHNICAL  CENTER 

ALL  FUNDS 

STATEMENT  OF  CASH  DISBURSEMENTS 

FISCAL  YEAR  ENDED  JUNE  30,  1978 


Operating 
Fund 


Manpower 

Dormitory   Programs 

Fund     CETA-CEP 


Adult 

Basic 

Education 


DISBURSEMENTS 


Administration: 

Salaries 

$    55,797 

$  5,022 

Travel 

1,633 

Other  Expenses 

2,945 

Total  Administration 

60,375 

5,022 

Instruction: 

Assistant  Directors' 

Salaries 

50,600 

Teachers'  Salaries 

656,212 

103,257 

$22, 

,187 

Secretaries'  Salaries 

23,570 

Instructional  Supplies 

23,622 

14,869 

2, 

,407 

Audio-Visual  Supplies 

82 

Minor  Equipment 

3,472 

296 

Textbooks 

53 

3,065 

Travel 

3,278 

56 

906 

Instructional  Rentals 

43,043 

187 

Other  Instructional 

Expenses 

14,480 
818,330 

80 
121,705 

Total  Instructional 

25 

,687 

Supportive  Services: 

Professional  Salaries 

39,472 

4,110 

7 

,751 

Secretary  Salaries 

9,765 

Travel 

1,288 

Other  Expenses 

6,754 

Total  Supportive 

Services 

57,279 

4,110 

7 

,751 

Operation  of  Plant: 

Custodial  Salaries 

46,547 

9,994 

Supplies  and  Repairs 

32,314 

771 

252 

Utilities 

54,189 

3,189 

191 

Student  Activities 

Total  Operations 

133,050 

3,960 

10,246 

191 

Maintenance: 

Up-keep  of  Equipment 

14,541 

334 

Contracted  Services 

1,090 

Total  Maintenance 


15,631 


334 


Student  Services  (Work  Study) 

Other  Current  Charges: 
Employee  benefits 
Rent/lease 
Transfers 

Refunds  to  students 
Miscellaneous 

Total  Other  Charges 

Capital  Outlay: 
Equipment 
Building  Remodeling 

Total  Capital  Outlay 

Total  Disbursements 


10,573 


143,611 
4,980 

180 

b,250 
1,740 

18,962 
1,320 
3,215 

4,127 

148,771 
32,145 

7,990 

3,620 
3,620 

$15,570 

23,497 

4,127 

32,145 

$1,276,154 

$164,914 

$37,756 
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Transpor-   Tool  &   Building         Associated 
Work     tation   Entrance   Trades  Clubs     Financial 

Study    Safety     Fee      House    Resale   Account      Aid 


$   60,819 

1,633 

$168,600 

171,545 

168,600 

233,997 
50,600 

$1,936 

$    900 

784,492 
23,570 

610 

$  7,191 

71,849 

120,548 
82 

1,481 

36 

30,003 
24,050 

195 

262 
127,259 

12,106 

47,394 

27,168 

4,240 

43,425 

14,822 

2,546 

8,672 

36 

12,106 

1,116,341 

51,333 

9,765 

1,288 

6,754 

69,140 

56,541 

15,691 

49,028 

403 

7, 
7, 

,153 
,153 

57,972 
7,153 

16,094 

170,694 

151,774 

166,649 

1,090 

151,774 

167,739 

10,573 

133 

166,833 

12,550 

3,501 

6,716 
1,920 

658 

340 
340 

842 
842 

3 
3 

1,843 

791 

3,501 

189,862 

32,145 

50 

50 

$279,086 

3,670 

35,815 

$3,337 

$  9,012 

$16,972 

$L 

,153 

$184,207 

$1,994,161 
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HELENA  VOCATIONAL  TECHNICAL  CENTER 
ALL  FUNDS 
STATEMENT  OF  CHANGES  IN  CASH  BALANCES 
FISCAL  YEAR  ENDED  JUNE  30,  1978 


Operating 
Fund 


Dormitory 
Fund 


Manpower  Adult 
Programs  Basic 
CETA-CEP   Education 


Beginning  Cash  Bal- 
ance -  July  1,  1977 
Total  Cash  Receipts 
Total  Cash  Available 
Total  Disbursements 


$   (12,925)  $  2,930  $  14,880  $(3,975) 

1,278,264  12,415  154,099  43,507 

1,265,339  15,345  168,979  39,532 

1,276,154  15,570  164,914  37,756 


Ending  cash  balance 
June  30,  1978 

Reconciliation  with  County 
Treasurer: 


$   (10,815)   $   (225)  $   4,065   $  1.776 


County  Treasurer 

June  30,  1978  Balance 
Less  outstanding  warrants 
Add  revenue  transfer 
Warrants  charged  to  other 

funds  by  County  Treasurer 
District  June  30,  1978 

Balance 


62,892 

(75,929) 

2,222 


(168) 
(57) 


$   (10,815)   $   (225) 


"The  Tool  and  Entrance  Fee,  Building  Trades  House  and  Resale  Funds  are 
combined  in  one  county  treasurer  account. 


Work 
Study 

Transpor- 
tation 
Safety 

$  (663) 
4,000 
3,337 
3,337 

Tool  & 

Entrance 

Fee 

Building 
Trades 
House 

$  2,162 
56,101 
58,263 
16,972 

Associated 
Clubs 
Resale   Account 

$  19,870    $1,112 
263,811     8,123 
283,681     9,235 
279,086     7,153 

Financial 
Aid 

$ 
2 
2 
1 

Totals 

$109 
109 

$  9,389 

32,642 

42,031 

9,012 

$  22,176 
179,471 
201,647 
184,207 

55,065 
,032,433 
,087,498 
,994,161 

$109 

-0- 

$33,019 

$41,291 

$   4,595 

$2,082 

$  17,440 

$_ 

93,337 

$78,905" 

90,975 

(9,015) 

(2,222) 

(833) 

$78,905 

HELENA  SCHOOL  DISTRICT 
VOCATIONAL  -  TECHNICAL  OPERATIONAL  FUNDS 
STATEMENT  OF  REVENUES  AND  DISBURSEMENTS 
FOR  THE  FISCAL  YEAR  1977-78 

Beginning  Cash  Balance  July  1,  1977  $  (12,925.A7) 

Revenues: 

County  Property  Tax  $51,336,20 

Student  Fees  57,640.00 

Miscellaneous  269.90 

State  and  Federal  Financing  $1,169,017.40 

Total  Revenue  1,278,263.50 

Total  Cash  Available  $1,265,338.03 

Adjusted   Expendi- 
Budget     tures 
Amount 

Administration: 

Salaries  $55,797.25  55,797.25 

Supplies  10.10  10..10 

Travel  1,632.64  1,632.64 

Other  Exp.  2,934.51  2,934.51 

Total  Admin.  $60,374.50  60,374.50 

Instruction: 

Assn't  Dir.  Sal.  50,600.00  50,599.99 

Teachers  Sal.  656,211.48  656,211.48 

Sec.  Sal.  23,570.00  23,570.00 

Inst.  Supp.  23,622.22  23,622.22 

Minor  Equip.  3,471.70  3,471.70 

Textbooks  53.45  53.45 

Travel  3,277.58  3,277.58 

Instruct.  Rental  43,042.56  43,042.56 

0th.  Inst.  Exp.  14,480.49  14,480.49 

Total  Instruction    $818,329.48  $818,329-47 

Supportive  Services: 

Prof.  Salaries  $  39,472.00  39,472.00 

Sec.  Salary  9,765.11  9,765.11 

Travel  1,287.50  1,287.50 

Other  Expense  6,754.04  6,754.04 

Total  Supp.  Serv.     $  57,278.65  $  57,278.65 
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VOCATIONAL  -  TECHNICAL  OPERATIONAL  FUNDS 
(Cont  inued) 


Operation  of  Plant: 

Custodial  Salaries 

Supplies 

Heat 

Utilities 

Electricity 

Total  Operation 

Maintenance: 

Upkeep  of  Equipment 
Contracted  Services 

Total  Maintenance 

Student  Services  (Work  Study) 

Other  Current  Charges: 

Social  Security 

Teachers  Retire. 

Public  Empl.  Retire. 

Insurance 

Industrial  Accident 

Health  Insur  ince 

Unempl.  Insurance 

Life  &  Disability  Ins. 

Rent 

Refunds  to  Students 


Adjusted 
Budget 
Amount 


$  A6,5A7.17 
32,314.26 
23,700.85 
14,870.15 
15,617.98 

$133,050.41 


14,540.92 
1,090.00 

15,630.92 

$  10,573.48 


$  47,639.81 

47,956.36 

6,828.65 

12,147.41 

2,970.61 

21,387.38 

1,673.91 

3,809.73 

5,000.00 

180.00 


Total  Other  Current  Chgs.     $149,593.86 
Capital  Outlay: 

Equipment  $  32,144.70 

Total  Capital  Outlay 
Total  1977-78  Ulsbursenients      $1,276,976.00 
Ending  Cash  Balance  June  30,  1978 


Expendi- 


$  46,547.17 
32,314.26 
23,700.85 
14,870.15 
15,617.98 


14,540.92 
1,090.00 


$  47,639.81 

47,956.36 

6,828.65 

12,147.41 

2,970.61 

21,387.38 

1,673.91 

3,007.37 

4,980.00 

180.00 


$  133,050.41 


15,630.92 
10,573.48 


$   148,771.50 


$  32,144.70 


32,144.70 


$1,276,153.6 
(10,815.6 
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Helena  Vocational-Technical  Center 

Notes  to  Financial  Statements 
Fiscal  Year  Ended  June  30,  1978 

1.   SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 
Basis  of  Accounting 

The  financial  statements  are  prepared  on  the  cash 
basis  of  accounting.   This  basis  records  expenditures 
when  paid  and  revenue  when  received.   Cash  basis  state- 
ments do  not  recognize  assets  other  than  cash  and  do 
not  account  for  liabilities. 
Description  of  Funds 

Operating  Fund--accounts  for  the  center's  state 
appropriations,  local  mill  levy  and  student  fees. 
It  accounts  for  the  budgeted  expenditures,  which 
are  approved  by  the  Board  of  Public  Education. 
Dormitory  Fund--accounts  for  rental  receipts  and 
expenditures  for  the  operation  of  the  dormitory. 
Manpower  programs — account  for  receipts  and  ex- 
penditures from  the  Concentrated  Employment  and 
Training  Act  currently  administered  by  the  Employ- 
ment Security  Division  of  the  Montana  Department 
of  Labor  and  Industry  to  operate  this  program  in 
the  Vocational-Technical  Center. 

Adult  Basic  Education--accounts   for  the  receipt 
and  expenditure  of  money  received  from  the  Employ- 
ment Security  Division  of  the  Montana  Department 
of  Labor  and  Industry  to  support  Adult  Basic 
Education  programs. 


90 


Work.  Study--there  was  no  activity  recorded  in  this 
fund  during  fiscal  year  1977-78.   The  Helena  Voca- 
tional-Technical Center's  Student  Financial  Aid 
Office  now  controls  the  financial  aid  funds  by 
using  local  checking  accounts. 

Pupil  Transportation  Safety  Fund — accounts  for 
federal  receipts  provided  for  the  bus  driver 
training  program  and  for  the  operating  expendi- 
tures of  the  program. 

Tool  and  Entrance  Fees — accounts  for  the  receipt 
of  the  following  student  fees: 

Board  of  Public  Education  Fees 

Application  Fees 

Out-of-state  Tuition  Fees 
It  also  accounts  for  the  expenditures  for  student 
related  supplies  and  small  tool  replacement. 
Building  Trades  House — accounts  for  the  proceeds 
from  the  sale  of  houses  built  by  the  building 
trades  program  and  the  expenditures  for  the  sup- 
plies, materials,  and  land  for  the  houses. 
Resale — accounts  for  receipts  from  proceeds  of 
live  classwork,  student  fees  for  specific  mat- 
erials and  supplies  needed  for  each  program, 
proceeds  from  the  bookstores,  and  the  student  fees 
not  approved  by  the  Board  of  Public  Education. 
The  expenditures   are   for  "live  work"  parts, 
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instructional  supplies   for  sale  to  students, 
teachers  instructional  supplies,  and  salaries  of 
GED  test  supervisors. 

Associated  Clubs  Fund--accounts  for  the  receipts 
and  expenditures  for  the  center's  associated 
student  clubs. 

Student  Financial  Aid  Funds--accounts   for   the 
receipt  and  expenditure  of  federal,  state,  and 
local  money  received  to  support  the  student  finan- 
cial aid  programs. 

2.  RETIREMENT  PLANS 

The  Helena  Vocational-Technical  Center  partici- 
pates in  two  retirement  systems:  Teachers'  Retirement 
System  (TRS),  and  Public  Employees'  Retirement  System 
(PERS).  The  center's  1977-78  contributory  share  was 
6.312  percent  for  TRS  and  5.95  percent  for  PERS  of  the 
employees'  salaries  and  wages.  The  employees'  contri- 
butions are  6.187  percent  for  TRS  and  6.0  percent  for 
PERS.  The  retirement  plan  expenses  were  $56,160  for 
TRS  and  $7,729  for  PERS  in  fiscal  year  1977-78. 

3.  LEASED  PREMISES  AND  EQUIPMENT 

Presently,  the  Helena  Vocational-Technical  Center 
leases  one  building  and  two  airplane  hangars  through 
the  school  district  from  the  Joint  City-County  Airport 
Board.   The  building  lease  is  paid  on  a  fiscal  year 
basis  and  amounts  to  $4,500  per  year.   The  airport 
hangars  rent  is  paid  on  a  monthly  basis,  and  amounted 
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to  $480  in  fiscal  year  1977-78.   The  center  also  leases 
equipment  used  for  instructional  and  office  programs . 
Rental  payments  for  leased  equipment  totaled  $43,042 
for  fiscal  year  1977-78. 

The  equipment  leases  are  terminable  by  either 
party  with  ninety  days  notice,  and  there  is  no  current 
written  lease  for  the  building  and  hangars. 
4.   VACATION  AND  SICK  PAY 

Administrators,  secretaries,  and  custodians  are 
allowed  to  accumulate  and  carry  over  into  a  new  calen- 
dar year  a  maximum  of  two  times  their  annual  accumula- 
tion of  vacation.   Upon  termination,  qualifying  employ- 
ees having  unused  accumulated  vacation  and  sick  leave 
receive  payment  for  vacation  on  a  100  percent  basis  and 
sick,  leave  on  a  25  percent  basis.   Teachers  do  not 
accumulate  vacation,  and  they  must  be  district  em- 
ployees for  ten  years  to  receive  payment  for  sick  leave 
upon  termination.   Twenty-five  percent  of  the  sick 
leave  accumulated  since  July  1,  1974  is  paid  upon 
termination.   Center  employees'  attendance  records  are 
maintained  at  the  school  district  business  office.   The 
records  do  not  indicate  the  dollar  amount  of  liability 
for  accrued  sick  leave  and  annual  leave,  but  the  ac- 
crued hours  are  determinable. 
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5.   CASH  RECONCILIATIONS 

District  Reconciliations  with  the  County- 
Treasurer's  Office — The  school  district  business 
office  does  not  prepare  individual  reconciliations  for 
the  following  County  Treasurer  held  funds:   Tool  and 
Entrance  Fees,  Building  Trades  House,  Resale,  CETA-CEP, 
Adult  Basic  Education,  Work  Study,  and  Pupil  Transpor- 
tation Safety.   The  Tool  and  Entrance  Fees,  Building 
Trades  House,  and  Resale  funds  are  maintained  as  one 
account  by  the  County  Treasurer's  Office  and,  conse- 
quently, the  school  district  office  treats  these  funds 
as  one  account  when  reconciling  with  the  County  Treas- 
urer's report  of  fund  balances.   The  CETA-CEP,  Adult 
Basic  Education,  Work  Study,  and  Pupil  Transportation 
Safety  funds  are  combined  with  federally  funded  high 
school  programs  into  one  account  by  the  County  Treas- 
urer's Office  and  as  a  result  the  district  office 
reconciles  these  funds  with  the  County  Treasurer's 
Office  as  one  account. 

Associated  Clubs  and  Financial  Aid  Accounts--The 
associated  clubs  and  financial  aid  accounts  are  held  at 
Helena  banks  and  controlled  at  the  Helena  Vocational- 
Technical  Center.   The  reconciliations  for  these  ac- 
counts are  prepared  by  the  center  and  not  by  the  school 
district  business  office.   As  a  result,  cash  in  these 
accounts  is  not  included  on  the  school  district's 
financial  statements. 
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6.  CENTER  BOOKSTORE 

The  center's  bookstore  activity  is  not  reported  as 
a  separate  entity  in  the  financial  statements. 

7.  TRANSFER  FROM  TOOL  AND  ENTRANCE  FEES  TO  OPERATING 
FUND 

A  $2,222  cut-off  error  at  fiscal  year-end  was 
created  by  recording  an  inter fund  transfer  from  the 
Tool  and  Entrance  Fees  fund  to  the  Operating  fund  prior 
to  the  transaction  date.   The  transfer  was  recorded  at 
the  school  district  business  office  in  June  1978  and 
the  transaction  took  place  in  July  1978. 

8.  IMPROPER  CLASSIFICATION  OF  REVENUE  BY  THE 
SCHOOL  DISTRICT 

Resale  fund  revenue  amounting  to  $18,012  was 
improperly  deposited  into  the  Tool  and  Entrance  Fees 
fund.   This  error  was  not  corrected  as  of  fiscal  year- 
end  1977-78. 

9.  COLLECTION  OF  UNAUTHORIZED  STUDENT  FEES 

The  Resale  fund  contains  $29,478  in  unauthorized 
student  fees  activity  which  the  center  collected  and 
spent  on  budget  items. 
10.   CAPITAL  EXPENDITURES  FROM  FINANCIAL  AID  FUNDS 

Capital  expenditures  of  $12,105  were  made  from  the 
Peter  Nelson  Scholarship  Fund  without  the  Board  of 
Public  Education's  approval.   All  Helena  Vocational- 
Technical  Center  capital  expenditures  must  be  approved 
by  the  Board  of  Public  Education. 
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11-   RECORDING  OF  INTERFUND  TRANSFERS 

INVOLVING  FINANCIAL  AID  ACCOUNTS 

Due  to  the  untimely  recording  of  a  $3,500  inter- 
fund  transfer  involving  three  financial  aid  accounts, 
the  amount  reported  as  "Transfers  from  Departmental 
Federal  Administrative  Financing  Service"  to  the  fed- 
eral Work  Study  account  are  overstated  $3,500,  and  the 
"Transfers  from  Federal  Work  Study"  are  overstated 
$3,500.   The  Departmental  Administrative  Financing 
Service  Account  cash  balance  at  June  30,  1978  is  under- 
stated by  $3,500. 

12.  SUPPLEMENTAL  EDUCATION  OPPORTUNITY  GRANT 

The  Supplemental  Education  Opportunity  Grants 
"Total  Grant  Received"  of  $8,837  differs  from  the  total 
federal  funds  received  per  the  detail  statement  of 
Student  Financial  Aid  by  $301  ($8,837-8,536).   This 
difference  results  from  the  inclusion  of  the  $214 
balance  at  July  1,  1977  into  the  "Total  Grant  Received" 
balance,  but  not  into  the  receipts  for  the  period,  and 
as  a  result  of  depositing  $87  granted  to  SEOG  into  the 
Administrative  Work  Study  account. 

13.  NEGATIVE  CASH  BALANCE  IN  THE  VO-TECH 
DORMITORY  FUND 

The  Helena  Vocational-Technical  Center's  dormitory 
was  closed  in  December  1977.   After  all  dormitory 
related  expenditures  had  been  made  there  was  a  cash 
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balance  in  the  Dormitory  Fund  of  $3,551.   These  remain- 
ing funds  were  overexpended  by  $22  5  for  purchases  made 
for  the  Building  Trades  program.   At  fiscal  year-end 
1977-78  the  Dormitory  Fund  had  a  $225  deficit  balance. 

14.  INDIRECT  COSTS 

The  costs  reported  here  do  not  include  an  esti- 
mated $75,000  in  services  provided  by  the  school  dis- 
trict and  paid  for  from  other  school  district  funds. 

15.  BUDGET  COMPARISON 

The  budget  information  present  on  page  87  of  the 
financial  reports  is  as  presented  by  the  school  dis- 
trict's financial  reports  but  differs  from  the  budget 
approved  by  the  Board  of  Public  Education  shown  on  the 
following  schedule. 


Continued  on  page  98 
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(15  Continued) 

Helena  Vocational  Technical  Center 

Board  of  Public  Education  Final  Budget  Compared  With  Expenditures 

For  the  Year  Ended  June  30,  1978 


Approved 

Total 

Budget 

Budget  Classifications 

Budget 

Expenditures 

Balance 

ADMINISTRATION 
Salaries,  Administrative 

$ 

36,425 

$ 

36,813 

($   388) 

Salaries,  Clerical 

18,984 

18,984 

-0- 

Travel 

1,500 

1,633 

(133) 

Other  Expenses 

3,100 

2^945 

155 

Total- -Administration 

$_ 

60,009 

$_ 

60,375 

($   366) 

INSTRUCTION 

Salaries,  Supervisory 

$ 

50,600 

$ 

50,600 

$  -0- 

Salaries,  Instructional 

655,427 

656,211 

(784) 

Salaries,  Clerical: 

Supervisory 

7,458 

8,121 

(663) 

Instructional 

10,284 

15,449 

(5,165) 

Supplies,  Nonconsumable 

807 

3,472 

(2,665) 

Supplies,  Consumable 

26,241 

23,676 

2,565 

Travel: 

Supervisory 

965 

910 

55 

Instructional 

435 

2,368 

(1,933) 

Other  Expenses: 

Supervisory 

8,267 

25,054 

(16,787) 

Instructional 

91,495 

57,583 

33,912 

Total'-Instructional 

i_ 

851,979 

$_ 

843,444 

$  8,535 

SUPPORTIVE  SERVICES 

Salaries 

$ 

49,844 

$ 

39,472 

$10,372 

Salaries,  Clerical 

14,186 

9,765 

4,421 

Travel 

1,700 

1,287 

413 

Other  Expenses 

4,850 

6,754 

(1,904) 

Total--Supportive  Services 

$_ 

70,580 

$_ 

57,278 

$13,302 

OPERATION  OF  PLANT 

Salaries 

$ 

45,168 

$ 

46,547 

($  1,379) 

Heat  for  Buildings 

30,000 

23,701 

6,299 

Utilities,  except  heat 

27,639 

30,488 

(2,849) 

Supplies  &   Other  Expenses 

11,000 

32,314 

(21,314) 

Total — Operation  of  Plant 

i_ 

113,807 

$_ 

133,050 

($19,243) 

MAINTENANCE  OF  PLANT 

Contracted  Services 

$ 

1,000 

$ 

1,090 

$   (90) 

Total- -Maintenance 

of  Plant 

$_ 

1,000 

$_ 

1,090 

$   (90) 

OTHER  CURRENT  CHARGES 

Social  Security 

$ 

46,351 

$ 

47,640 

($  1,289) 

Teachers'  Retirement 

51,131 

47,956 

3,175 

Public  Employees' 

Retirement 

6,925 

6,829 

96 

Insurance 

60,456 

41,187 

19,269 

Rental  of  Land  &  Buildings 

5,000 

4,980 

$    20 

Total--Other  Current 

Charges 

$_ 

169,863 

$_ 

148,592 

$21,271 

CAPITAL  OUTLAY 

Major  Equipment 

$ 

9,739 

$ 

32,145 

($22,406) 

Total  Capital  Outlay 

$ 

9,739 

$ 

32^145 

($22,406) 

GRAND  TOTAL 

$] 

1,276,977 

$: 

1,275,974* 

$  1,003 

♦Differs  from  the  financial  statements  by  $180  in  refunds  to  students. 
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AGENCY  REPLIES 


Helena  School  District  No.  1 


BERT  J   ROBINSON 

CHAIRMAN 

DHGE  J   LABSON 
VICE  CHAIRMAN 
JE  BROWN 
(NY  BULLOCK 
jREGG  GROEPPER 
VIN  H    JASMIN 
INON  WATERMAN 

\RLES  J    HOLLAND 
IN  S    ROMASKO 
IBARA  R  WOLFE 


P.  O.  BOX  5417 

HELENA.  MONTANA  59601 

442-2590 

December  22,  1978 


ADMINISTRATION 
MAYNARD  A  OLSON 

SUPERINteNOENT 
JAMES  L  WEIR 

ASSISTANT  SUPERINTENDENT 
ALEXANDER  CAPDEVILLE.  Ph  D 

DIRECTOR  HELENA  VO  TECH  CENTER 
LOUIS  O    STRAND 

DIRECTOR  OF  INSTRUCTION 
GERALD  ROTH 

DIRECTOR  OF  SPEC    SERVICES 
JOHN  P   CAMPBELL 

BUSINESS  MGR   &  CLERK 
442-5773 


Mr.  Morris  Brusett 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

135  State  Capitol 

Helena,  MT  59601 

Dear  Mr.  Brusett: 


H 


i-  r  ■"  i- 


« V  c  U 


IVIONTANA  Lta!:iLAriVt  AU  ""^» 


The  Board  of  Trustees  of  Helena  School  District  No.  1  reviewed  with 
interest  the  report  on  the  audit  of  the  Helena  Vocational  Technical 
Center.  The  report  gave  Board  members  much  needed  insight  into  the 
operation  of  the  Center  and  district  business  practices. 

Many  of  the  problems  noted  in  the  report  have  already  been  taken  care 
of  and  several  others  are  in  the  process  of  being  resolved.   Budget 
limitations  prevent  us  from  solving  all  of  the  problems  during  this 
school  year. 

The  Board  will  be  reviewing  the  operation  of  our  Business  Office 
before  our  next  budget  is  adopted  with  the  objective  of  updating 
and  improving  our  accounting  procedures.   We  intend  to  provide  funds 
for  computer  software  and  additional  staff  if  necessary. 

Such  a  change  will  take  time  to  implement.   The  Board  would  appreciate 
another  review  by  your  staff  in  fiscal  1981  to  again  examine  our  pro- 
cedures and  evaluate  our  progress  in  complying  with  your  recommendations, 


S  i  ncerely , 


Robert  J.  Robinson 
Chairman,  Board  of  Trustees 


RJR/sr 
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RESPONSE 
HELENA  VOCATIONAL  TECHNICAL  AUDIT  FOR  YEAR  ENDING  JUNE  30,  1978 

FUNDING 

Student  Fees 

RECOMMENDATION  Page  1 1 . 

"We  recommend  that  legislation  be  enacted  to  clarify  the  authority  to  charge 
student  fees  and  provide  for  their  disposition  at  vocat ional -techn ical  centers, 

COMMENTS:   Concur. 

We  believe  that  such  legislation  should  be  enacted  to  enable  the  governing 
board  the  ability  to  charge  fees  as  are  necessary  for  the  proper  operation 
of  the  centers.   The  amount  of  the  fees  should  be  determined  by  the  govern- 
ing board  and  not  be  a  legislated  fee.   This  has  been  a  long  standing  con- 
cern of  Helena  School  District  No.  1  and  needs  to  be  resolved. 

Budget  Changes 

RECOMMENDATION  Page  12. 

"We  recommend  that  the  center  comply  with  Board  of  Public  Education  policies 
and  obtain  approval  of  budget  amendments  prior  to  making  unbudgeted  expendi- 
tures . " 

COMMENTS:   Concur. 

We  agree  that  this  is  a  sound  policy  for  the  budgeting  of  the  funds  utilized 
by  the  center.   In  the  situation  cited  in  this  instance,  a  memo  was  sent  to 
the  Office  of  Public  Instruction,  but  no  written  response  was  received. 

Unbudgeted  Activity 

RECOMMENDATION  Page  16. 

"V/e  recommend  that  the  center  include  all  operations  and  activities  in  the 
budget  plans  approved  by  its  governing  bodies  and  seek  approval  for  the  use 
of  any  additional  funds." 

COMMENTS:   Concur,  partially. 

We  believe  that  a  report  of  all  operational  funds  should  be  made  to  the 
state  office  during  the  budget  planning  process,  to  include  all  funds. 
However,  we  do  not  feel  that  the  center  should  seek  approval  on  enterprise 
funds  (i.e.  trade  house  account).   We  do  feel  that  those  funds  should  be 
retained  in  a  revolving  account  earmarked  only  for  the  purpose  from  which 
the  proceeds  were  realized. 

Contact  Hours 


RECOMMENDATION  Page  17- 

"We  recommend  that  the  Board  of  Public  Education  document  the  basis  used 
to  distribute  funds  appropriated  by  the  legislature." 

COMMENTS:   Concur. 
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SCHOOL  DISTRICT  ACCOUNTING  SYSTEM 

ACCOUNTING  METHOD 

RECOMMENDATION  Page  22 

"We  recommend  that  the  Board  of  Public  Education  establish  guidelines 
requiring  the  five  centers  to  account  for  financial  activities  in  ac- 
cordance with  generally  accepted  accounting  principles." 

"We  recommend  that  the  school  district  maintain  its  accounting  records 
and  prepare  financial  reports  in  accordance  with  generally  accepted  ac- 
counting principles." 

COMMENTS:   Concur,  with  the  following  qualification. 

As  you  have  indicated  in  the  first  paragraph  of  this  recommendation,  no 
accounting  principles  exist  at  this  time  for  the  centers.   Since  no 
specific  accounting  principles  for  centers  exist  and  to  avoid  dual 
principles  for  one  accounting  system,  the  school  district  system  is 
utilized.   This  appears  to  be  reinforced  by  Section  75-7710,  R.C.M., 
19^7,  which  provides,  "The  trustees  or  governing  board  of  a  post  secondary 
vocational-technical  center  shall  administer  such  center  according  to  the 
requirements  of  the  laws  of  the  State  of  Montana,  the  policies  of  the 
board  of  education,  and  the  regulations  of  the  superintendent  of  public 
i  nstruct  ion . " 

The  accounting  principles  for  school  districts  appear  to  be  contained  in 
Chapter  68  of  Title  75,  R.C.M.,  19^7-   Section  75-6802,  R.C.M.,  19^*7, 
which  provides,  "The  superintendent  of  public  instruction  has  general 
supervisory  authority  over  the  school  financial  administration  provisions, 
as  they  relate  to  elementary  and  high  school  districts,  as  prescribed  by 
law  and  shall  establish  such  rules  as  are  necessary  to  secure  compliance 
with  the  law." 

On  the  other  hand,  possibly  the  legal  provision  for  establishment  of 
accounting  principles  is  contained  in  Section  82-4530,  R.C.M.,  19^7, 
which  states,  "The  department  shall  prescribe  the  general  methods  and 
details  of  accounting  for  the  receipt  and  disbursement  of  all  moneys 
belonging  to  governmental  entities  referred  to  in  this  act,  and  shall 
establish  in  those  offices  general  methods  and  details  of  accounting. 
All  governmental  entity  officers  shall  conform  with  the  standards  pre- 
scribed by  the  department."  The  department  referred  to  in  this  statute 
is  the  Department  of  Community  Affairs  and  Section  82-^516,  R.C.M.,  19^7, 
includes  school  districts  under  the  provisions  of  the  act. 

In  view  of  the  two  cited  statutes,  there  are  two  state  agencies  that  are 
to  prescribe  accounting  principles  for  school  districts,  but  nei  ther  have. 
Without  prescribed  accounting  principles,  school  districts  have  established 
accounting  systems  that  provide  for  completion  of  the  Superintendent  of 
Public  Instruction  annual  receipts  and  disbursements  financial  report  and, 
look  to  the  annual  audit  recommendations  of  the  Department  of  Community 
Affairs  for  recommended  changes  of  their  accounting  systems. 
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The  1975-76  fiscal  year  audit  of  the  Helena  School  District,  which 
included  the  Helena  Vocat ional -Techn i ca 1  Center  financial  affairs, 
was  the  last  audit  conducted  by  DCA  personnel.   The  audit  report  dated 
September  27,  1977,  contains  a  statement  of  opinion  which  states,  "In 
our  opinion,  subject  to  the  limitations  set  forth  in  the  scope  paragraph 
or  other  qualifications  noted,  the  district  funds  were  receipted  for, 
disbursed  and  accounted  for  in  conformity  with  the  accounting  standards 
as  set  forth  in  the  'School  Finance  and  Statistics  Reference  Manual', 
Montana  statutes  and  guidelines  established  by  the  Office  of  Public 
Instruction  and  this  department." 

The  1976-77  fiscal  year  audit  was  performed  by  an  independent  auditor 
under  contact  through  DCA  and  allowed  under  Section  82-'*525,  R.C.M., 
19'i7.   The  audit  report  was  received  on  June  30,  1978,  during  the  course 
of  your  vocational-technical  center  audit.   The  report  contains  a  recom- 
mendation which  has  never  been  included  in  a  previous  audit  report,  which 
is,  "I  recommend  that  the  Districts  consider  revising  their  accounting 
system  to  utilize  general  ledger  control  accounts  and  the  double  entry 
system  of  accounting."  Since  the  auditor  is  a  Certified  Public  Accountant, 
his  recommendation  is  based  on  the  generally  accepted  accounting  principles 
of  the  American  Institute  of  Certified  Public  Accountants. 

In  the  contracted  auditor's  narrative  leading  to  this  recommendation,  he 
stated,  "Consistent  with  the  minimum  requirements  promulgated  by  state 
law,  the  office  of  the  State  Superintendent  of  Public  Instruction,  and 
the  Division  of  Local  Government  Services  of  the  State  Department  of 
Community  Affairs,  the  Districts  maintain  an  accounting  system  based 
primarily  on  cash  receipts  and  disbursements." 

On  July  2h,    1978,  and  in  compliance  with  the  cited  recommendation,  the 
board  of  trustees  directed  the  business  manager  to  investigate  the  estab- 
lishment of  a  double  entry  system  of  accounting  utilizing  control  accounts. 

On  October  17,  1977,  the  Montana  Attorney  General  issued  Opinion  No.  79, 
Volume  37,  to  the  Director  of  the  Department  of  Community  Affairs.   In 
this  opinion,  he  ruled,  "The  auditing  of  post  secondary  vocat ional -techn i cal 
centers  is  the  responsibility  of  the  Legislative  Auditor."  This  relatively 
recent  opinion  has  provided  the  district  with  another  set  of  accounting 
principles  in  as  much  as  the  recommendation  which  is  addressed  by  this 
comment  is  part  of  the  report  emanating  from  the  first  audit  performed^ 
under  the  authority  of  the  Attorney  General's  opinion.   During  the  audit 
exit  interview,  the  question  was  directed  to  the  Legislative  Auditors  as 
to  whose  accounting  principles  the  recommendation  referred.   The  reply  was 
the  State  Department  of  Administration,  still  another  set  of  accounting 
pr inci  pies . 

The  Helena  School  District  recommends  that  one  set  of  accounting  principles 
be  established  for  al 1  school  district  financial  administration  and  that  all 
audits  be  performed  on  the  basis  of  these  principles. 
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RECOMMENDATION  Page  25- 
ACCOUNTING  ENTRIES 

"We  recommend  that  the  school  district: 

1.  Adequately  document  all  accounting  entries. 

2.  Establish  internal  controls  which  will  preclude  accounting 
data  from  being  changed  or  input  through  other  than  record- 
ing process. 

3.  Record  transaction  in  the  proper  accounting  period." 

COMMENTS:   Concur. 

I  tern  1.   As  explained  in  your  narrative  for  this  recommendation,  the 
adjusting  entries  do  not  have  explanations  on  the  adjusting 
entry  form.   Explanations,  along  with  related  documents,  are 
now  being  provided  for  all  adjusting  entries.   Adjusting 
entries  constitute  600  entries  of  the  over  70,900  entries 
made  in  the  accounting  system  for  a  year. 

I  tern  2.   We  will  review  and  strengthen  our  present  internal  control 
system.   However,  with  the  limited  number  of  employees  (1 
business  manager,  1  purchasing  agent,  1  payroll  accountant, 
1/2  payroll  clerk,  2  accountants  payable  clerks,  1  purchasing 
clerk,  and  1/2  revenue  clerk)  the  proposed  ideal  system  of 
internal  control  may  not  be  possible.   This  is  especially 
true  in  the  case  of  the  business  manager  who  has  the  total 
supervisory  responsibility. 

I tem  3-   No  comment . 
RECOMMENDATION  Pages  26  and  2?. 
RECONCILIATION  OF  SCHOOL  DISTRICT  AND  CENTER'S  RECORDS 

"We  recommend  that  the  center: 

1.  Reconcile  monthly  by  fund  the  revenue  amounts  recorded  at 
the  center  with  those  recorded  by  school  district. 

2.  Seek  the  cooperation  of  the  school  district  in  providing 
monthly  revenue  reports. 

3.  Work  with  the  school  district  to  eliminate  the  need  for 
duplicate  records." 

COMMENTS:   Concur. 

The  district's  monthly  revenue  reports  are  now  being  provided  to  the 
center  to  allow  the  reconciliation  of  center  records  with  the  school 
district  records.   The  accounting  records  maintained  at  the  school  district 
level  and  center  will  be  reviewed  with  emphasis  placed  on  elimination  of 
records  that  may  duplicate  one  another. 


103 


METHODS  OF  TRANSFERRING  FUNDS 

RECOMMENDATION  Pages  26  and  27- 

"We  recommend  that  the  school  district  record  transfers  in  a  con- 
sistent manner  and  in  accordance  with  general  accepted  accounting 
pr i  nci  pies . " 

COMMENTS:   Concur. 

CLEARANCE  ACCOUNTS 

RECOMMENDATION  Page  30. 

"We  recommend  that  the  school  district: 

1.  Obtain  school  district  trustees'  approval  to  spend  clearance 
account  funds. 

2.  Maintain  a  complete  accounting  for  the  activity  in  the 
clearance  accounts." 

COMMENTS:   Concur,  in  as  much  as  recommendations  are  at  this  time,  and 
always  have  been,  carried  out. 

The  legal  basis  for  the  maintenance  of  the  "High  School  District 
Miscellaneous   Federal  Programs  Fund"  has  been  cited  in  the  audit 
report.   However,  in  order  to  understand  the  full  meaning  of 
Section  75-7212,  R.C.M..  19't7,  it  should  be  quoted  in  total.   A 
verbatum  quote  of  the  section  is: 

"The  trustees  of  any  district  receiving  federal  moneys 
other  than  moneys  under  the  provision  of  Title  I  of 
Public  Law  8l-87't  or  federal  moneys  designated  for 
deposit  in  a  specific  fund  of  the  district  shall  es- 
tablish a  miscellaneous  federal  programs  fund  for  the 
deposit  of  such  federal  moneys.   Such  federal  moneys 
may  be  a  reimbursement  of  expenditures  already  realized 
by  the  district,  or  may  be  a  grant  of  moneys  for  the 
financing  of  expenditures  to  be  realized  by  the  district 
for  a  special,  approved  program  to  be  operated  by  the 
district.   When  the  federal  moneys  are  a  reimbursement, 
the  moneys  shall  be  expended  at  the  discretion  of  the 
trustees  for  school  purposes.   When  the  federal  moneys 
are  a  grant,  the  moneys  shall  be  expended  according  to 
the  conditions  of  the  program  approval  by  the  superintendent 
of  public  instruction  or  any  other  approval  agent. 

Within  the  miscellaneous  federal  programs  fund,  the  trustees 
shall  cause  a  separate  accountinq  to  be  maintained  for  each 
federal  grant  program  and  for  the  aggregate  of  all  federal 
reimbursement  moneys. 


104 


The  financial  administration  of  the  miscellaneous 
federal  programs  fund  shall  be  in  accordance  with 
the  financial  administration  provisions  of  this 
Title  for  a  nonbudgeted  fund  which  shall  be  applied 
by  individual  federal  grant  programs  or  for  the 
aggregate  amount  of  the  federal  reimbursement 
moneys  rather  than  on  the  basis  of  the  total  fund." 

In  accordance  with  this  section,  the  Helena  School  District  has  established 
several  sub-funds  within  the  control  fund  to  account  for  each  individual 
federal  grant  project  which  includes  some  post  secondary  vocat ional -techni cal 
center  projects,  and  separate  sub-funds  for  the  reimbursement  money.   The  re- 
imbursement money  is  broken  into  two  separate  sub-funds  --  one  for  secondary 
vocational  education  reimbursement  (not  for  post  secondary  vocat ional- 
techn  ical  center)  and  the  second  sub-fund  for  all  other  high  school  district 
reimbursements . 

The  sub-funds,  which  you  have  chosen  to  call  "clearance  accounts",  are 
the  reimbursement  sub-funds  authorized  by  Section  75"7212,  R.C.M.,  19^7- 
You  will  note  the  statute  provides  that  reimbursement  money  shall  be 
expended  at  the  discretion  of  the  trustees  for  school  purposes.   The 
audit  report  narrative  cites  all  revenue  deposited  in  the  reimbursement 
sub-funds  for  the  past  two  years  as  examples  of  uses  of  the  sub-fund. 
Explanations  of  each  cited  use  is  given  below  in  the  same  order  cited 
in  the  audit  report. 

1.  The  remaining  cash  balance  of  the  center's  CETA  project,  after 
completion  of  the  project,  was  transferred  from  the  sub-fund 
established  for  the  project  to  the  reimbursement  fund.   This 
was  done  after  filing  the  project's  final  report  and  several 
oral  requests  for  notification  of  the  amount  of  cash  to  be 
returned.   Months  later  when  we  were  notified  of  the  amount 

to  return,  such  amount  was  paid  from  the  reimbursement  sub-fund. 

2.  The  Center  Pupil  Transportation  Safety  cash  collection  (not 
collections)  was  deposited  in  this  fund  by  clerical  error. 
When  the  error  was  discovered  the  next  month,  it  was  corrected 
by  transfer  to  the  proper  grant  sub-fund. 

3.  These  reimbursements  are  for  secondary  vocational  education 
projects  approved  by  the  trustees.   The  trustees  also  budget 
to  pay  some  expenses  for  the  projects  from  the  high  school 
general  fund  and  some  expenses  from  this  particular  sub-fund 
in  as  much  as  all  expenditures  for  the  projects  must  be  made 
before  the  reimbursement  will  be  received.   When  the  reimburse- 
ment is  made  by  the  Superintendent  of  Public  instruction  the 
State  check  is  sent  d  i  rect ly  to  the  County  Treasurer  with  in- 
structions to  "Please  deposit   in  Miscellaneous  Federal  Fund  8 
to  the  credit  of  Helena  District  No.  1  ..."   Fund  8  is  the  State 
Superintendent's  designation  for  the  overall  fund  described  in 
the  above  statute  citation. 
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h.       Indirect  cost  reimbursements  refer  to  a  small  proportion  of 
some  federal  grant  financing  that  is  allotted  the  sponsoring 
school  district  to  finance  indirect  costs  related  to  the  project. 
As  in  the  case  of  item  3  above,  the  County  Treasurer  is  directed 
to  deposit  it  in  Fund  8. 

5.  The  proceeds  from  the  sale  of  equipment  are   created  by  the  sale 
of  typewriters,  sewing  machines  and  other  secondary  vocational 
education  equipment  that  is  to  be  traded  in  on  the  purchase  of 
new  equipment  for  the  various  secondary  vocational  education 
instructional  programs.   The  equipment  is  sold  to  other  depart- 
ments of  the  school  district  at  a  price  equal  to  the  vendors' 
trade-in  allowance. 

6.  ESEA,  Title  II  is  a  designated  reimbursement  program  comparable 
to  the  secondary  vocational  education  program.   Therefore,  the 
financing  and  after-the-fact  reimbursement  are  handled  in  the 
same  manner  by  the  State  Superintendent  and  school  district. 

7.  As  has  already  been  established,  the  reimbursement  money  is  to 
be  utilized  at  the  trustees  discretion.  Section  75-6806,  sub- 
section h,  authorizes  the  investment  of  school  district  money  by 
the  trustees.  Good  business  practice  requires  that  idle  money 
be  invested.  Consequently,  the  reimbursement  sub-funds  cash 
balances  were  invested  to  generate  additional  money  and,  under 
the  conditions  of  law,  had  to  be  deposited  in  this  fund. 

8.  This  citation  is  generally  answered  in  Item  3-   The  equipment 
acquired  through  this  sub-fund  was  for  the  secondary  vocational 
education  programs  and  incorporated  in  the  annual  school  district 
budget . 

9.  This  citation  points  out  transfers  that  were  made  from  the  re- 
imbursement sub-fund  to  grant  sub-funds,  all  within  the  High 
School  Miscellaneous  Federal  Programs  Fund.   Since  the  expendi- 
ture of  the  reimbursement  sub-fund  is  discretionary  it  appears 
to  be  common  sense  to  finance  small  amounts  of  project  budgets 
for  grant  programs. 

In  direct  response  to  the  audit  recommendations,  the  trustees  approve  all 
expenditures  from  the  reimbursement  sub-funds  every  month  as  a  regular 
item  of  business.   An  accounting  for  the  activity  in  these  sub-funds  is 
reported  in  the  school  district  accounting  records  and  annual  report 
under  the  accounting  principles  described  in  the  reply  to  the  Recommenda- 
tion on  page  22. 
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FULL  DISCLOSURE 
RECOMMENDATION  Page  32. 

"We  recommend  that  the  school  district: 

1.  Reconcile  financial  reports  to  assure  proper  reporting 
of  financial  activity. 

2.  Provide  adequate  documentation  of  adjustments  made  between 
the  financial  records  and  the  financial  reports. 

3.  Include  computer  edits  in  the  processing  of  accounting  data 
to  prevent  payments  due  to  coding  errors. 

k.      Report  all  costs  chargeable  to  the  center  in  its  financial 
reports ." 

COMMENTS:   Concur  on  the  following  basis. 

The  full  extent  of  financial  disclosure  required  of  school  districts  is 
contained  in  subsection  5  of  Section  75-6806,  R.C.M.,  19^7.   This  dis- 
closure takes  the  form  of  an  annual  financial  statement  of  receipts  and 
disbursements  prescribed  by  the  Superintendent  of  Public  Instruction  to 
be  submitted  to  the  County  Superintendent  of  Schools.   The  County 
Superintendent,  in  turn,  forwards  the  report  to  the  State  Superintendent. 

The  Helena  School  District  has  exceeded  this  legal  requirement  for  many 
years.   Since  1935,  the  district  has  published  a  business  officer's  cash 
receipts  and  disbursements  report  giving  more  information  than  the  legally 
required  report  and  distributed  to  the  public. 

This  report  and  new  section  of  the  report,  as  explained  below,  has  always 
balanced  with  our  legally  designated  money  depository,  the  County  Treasurer's 
office.   Such  fact  of  balancing  is  shown  in  the  report  for  each  fund  by  a 
statement  of  reconciliation  of  the  district  balance  with  the  County  Treasurer's 
balance. 

In  197^,  a  supplemental  section  was  added  to  the  report.   The  information 
in  this  new  section  is  not  required  by  law.   The  supplemental  section  is 
called  "Cost  of  Program  Operation"  and  is  a  compilation  of  expenditures 
for  each  school,  department,  or  other  area  of  operation  regardless  of 
what  fund  provided  the  financing.   Under  no  circumstances  is  this  section 
of  the  report  to  be  considered  in  lieu  of  the  primary  section,  the  report 
of  receipts  and  disbursements  by  fund. 

You  have  stated  in  the  narrative  for  the  above  cited  recommendations  that 
the  two  sections  of  the  report  do  not  balance.   For  further  interpretation 
of  your  comment,  the  difference  in  balancing  i  s  not  a  matter  of  physical 
money,  but  is  a  matter  of  an  arithmetic  difference  between  the  portions 
of  the  two  sections  of  the  report  dealing  with  the  post  secondary  vocational- 
technical  center.   The  arithmetic  difference  may  be  due  to  several  reasons: 

1.   Expenditures  are  accumulated  regardless  of  the  fund  source 
of  financing; 
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2.  Expenditures  for  items  not  supporting  the  current  operation 
are  not  included  in  the  cost  of  operation; 

3.  Some  expenses,  for  example  employee  benefits,  made  for  an 
overall  operation,  such  as  the  center,  are  prorated  to  each 
individual  program  within  the  center  on  the  basis  of  the  rate 
of  taxation  or  contribution;  and 

h.      The  report  is  prepared  by  the  only  professional  accountant  on 
the  school  district  staff,  the  business  manager,  whose  pre- 
paration time  is  limited  by  the  performance  of  other  responsi- 
bilities of  the  position. 

For  the  several  reasons  mentioned  above,  this  section  of  the  report  will  be 
discontinued  until  the  money,  personnel  and  equipment  can  be  allocated  from 
the  operational  funds  of  the  district  to  facilitate  the  several  items  cited 
in  the  recommendations. 

RESALE 

RECOMMENDATION  Page  36. 

"We  recommend  that  the  center: 


1 

2 
3 
h 
5 

COMMENTS 


Comply  with  its  policy  for  work  order  approval. 

Allow  only  designated  employees  to  order  parts. 

Establish  controls  and  accountability  for  all  work  orders. 

Ensure  that  all  invoices  are   posted  to  the  appropriate  work  orders, 

Establish  controls  over  invoice  credits." 

Concur. 


1.  Work  orders  are  now  stored  in  the  Roberts  Street  vault  and  in  the 
office  of  the  Assistant  Director  for  Administration  in  the  Poplar 
Street  Building.   The  issuance  is  directly  under  the  control  of  the 
Assistant  Director  for  Administration  with  a  log  of  all  work  orders 
issued  and  their  final  disposition. 

2.  All  parts  are   ordered  by  the  partsman  at  Poplar  Street  Building  and 
designated  instructors  at  the  Roberts  Street  Building. 

3.  Work  orders  will  be  totally  accountable  since  the  check-off  will  occur 
at  the  Roberts  Street  Main  office  for  Building  Trades,  Radio-TV,  Indust- 
rial Electronics  and  Auto  Mechnaics  department  work.   Diesel,  Agri- 
Mechanics,  Truck  and  Coach,  Machine  Shop  and  Welding  work  orders  will 

be  checked  for  final  disposition  by  the  bookkeeper  at  Poplar  Street 
Bui  Id  i  ng. 

^4.   Invoices  will  be  posted  to  the  applicable  work  order  number  because  the 
posting  is  assigned  to  four  specific  employees.   Parts  are  ordered  by 
work  order  numbers  only  when  charging  resale  parts  to  the  school. 

5.   Credits  to  work  orders  will  be  accompanied  by  invoice  number  on  work 
orders  and  justified  on  a  monthly  statement. 
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Cost  Recovery 
RECOMMENDATION  Page  38. 

"We  recommend  that  the  center: 

1.  Maintain  accounting  records  adequate  to  determine  that 

the  parts  resale  activity  is  operating  on  a  breakeven  basis. 

2.  Establish  and  consistently  apply  the  percentage  of  markup  to 
accomplish  the  cost  recovery  goal. 

3.  Post  all  ruined  parts'  costs  to  the  work  order  established 
to  account  for  student  mistakes. 

4.  Discontinue  using  repair  parts  proceeds  for  unrelated  activity." 
COMMENTS:   Concur. 

1.  Work  orders  will  show  ail  parts  purchased  through  the  school  and 
markup  ^o    recover  cost  set  at  20^  above  acquisition  cost.   We  are 
looking  at  the  possibility  of  lowering  the  percent  of  markup  as 
soon  as  this  is  feasible. 

2.  Written  policy  will  be  added  to  the  Helena  Vocational  Technical 
Center  Staff  Handbook  clarifying  resale  procedure. 

3.  Damaged  work  cost  will  be  posted  to  the  original  work  order  affected 
and  shown  as  a  no  charge  to  the  customer.   Bookkeepers  will  post  a 
roster  of  damaged  parts  costs  to  check  against  yearly  activity. 

h.      Revenue  derived  from  resale  functions  will  be  used  for  resale  costs 
only. 

Other  resa le  i  terns 

RECOMMENDATION  Page  39. 

"We  recommend  tnat  the  center: 

1.  Obtain  the  owner's  signature  on  the  work  order  release  form 
prior  to  making  vehicle  and  equipment  repairs. 

2.  Establish  adequate  internal  control  over  the  parts  operation." 

COMMENTS:   Concur. 

1.  All  work  orders  will  be  signed  by  the  owner  of  his  designated  signor. 

2.  internal  parts  control  will  be  implemented  to  the  extent  of  our 
1 imi  ted  personnel . 

Bookstore 

RECOMMENDATION  Page  ^41. 

"We  recommend  that  the  center: 
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1.  Take  a  complete  bookstore  inventory  at  each  year-end. 

2.  Price  merchandise  according  to  the  invoices. 

3.  Accumulate  the  financial  information  necessary  to  determine 
that  the  bookstore  is  recovering  costs." 

COMMENTS:   Concur. 

1.  A  bookstore  inventory  was  taken  but  the  document  was  not  dated. 
This  will  be  remedied  for  1979  and  as  before  will  reflect  both 
closing  and  opening  inventory. 

2.  Copies  of  applicable  invoices  will  be  forwarded  to  the  bookstore 
manager  to  provide  actual  cost  data  for  pricing  items  sold  in  the 
bookstore.   Retail  catalog  prices  are  used  when  invoices  are  slow 
to  arrive. 

3.  A  log  of  items  handled  in  the  bookstore  will  be  used  and  it  will 
reflect  costs  and  selling  prices. 

PAYROLL 

Administrative  Controls 

RECOMMENDATION  Page  k3 

"We  recommend  that  the  center: 

1.  Obtain  school  authorization  for  all  salary  agreements  for 
center  employees  and  adhere  to  board  policies  concerning 
experience  credit  and  educational  requirements  when  hiring 
new  employees. 

2.  Require  each  teacher  to  hold  a  valid  Montana  Teaching 
Certificate  endorsed  for  vocational  education." 

COMMENTS:   Concur  partially. 

1.  Uniform  (standardized)  negotiated  Helena  Education  Association 
agreement  will  be  followed.   Local  board  policies  for  work  ex- 
perience and  education  for  salary  determination  and  approval  will 
be  adhered  to. 

We  do  not  concur  that  the  local  school  board  has  not  given  approval 
for  the  115^  of  schedule  for  32  to  '♦0  hours  of  instruction  per  week. 
By  virtue  of  the  fact  that  the  instructors'  contracts  have  been  ap- 
proved and  signed  by  the  board  chairperson,  we  feel  we  have  verifi- 
cation of  approval.   Such  authorization  was  reaffirmed  in  collective 
bargaining  sessions  between  the  Helena  Education  Association  and  the 
board  of  trustees  in  1977. 

2.  This  has  been  corrected  and  at  this  time  all  instructors  have  valid 
Montana  Teaching  Certificates  endorsed  for  vocational  education. 
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RECOMMENDATION  Page  h^. 

"We  recommend  that  the  school  board  record  all  official  board  actions 
in  its  minutes." 

COMMENTS:   Concur. 

The  115%  of  schedule  provision  for  the  Helena  Vocational  Technical  Center 
instructors  was  an  oversight  several  years  ago  and  agree  that  Board  action 
should  have  been  recorded. 

Other  Controls 


RECOMMENDATION  Page  k'^. 

"We  recommend  that  the  center: 

1.  Implement  procedures  to  strengthen  internal  controls  over 
payrol 1 . 

2.  Reconcile  the  actual  payroll  with  the  center's  payroll  report 
each  month." 

COMMENTS:   Concur  part i al ly. 

1.  We  feel  we  have  control  at  all  times  on  whether  or  not  an  employee 
is  working  and  if  absent  from  work,  we  have  procedures  to  record  the 
absence.   Do  not  concur  with  this  statement. 

2.  Concur  with  this.   The  payroll  is  now  reconciled  when  the  monthly 
report  is  made  to  the  Department  of  Public  Instruction. 

OTHER  CONTROLS 


RECOMMENDATION  Page  k5 ■ 

"We  recommend  that  the  school  district: 

1.  Calculate  overtime  and  termination  pay  on  a  2,080  hour 
work  year  basis. 

2.  Maintain  complete  payroll  records  for  each  employee." 
COMMENT:   Concur. 

ACCOUNTING  SYSTEM 
RECOMMENDATION  #17,  Page  '+7. 

"We  recommend  that  the  school  district: 

1.  Properly  account  for  payroll  expenditures  by  fund  and  program. 

2.  Pay  overtime  compensation  promptly  in  compliance  with  state  law. 
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COMMENTS:   Concur. 

The  payroll  reporting  system  between  the  center  and  the  school 
district  business  office  will  be  improved  to  compensate  for  proper 
identification  of  payroll  expenditures  by  fund  and  program,  and  to 
provide  timely  notice  of  overtime  work  to  allow  payment  within  the 
requirements  of  state  law. 

Another  item  contained  within  your  narrative  but  not  in  the  recommenda- 
tion is  a  comment  on  the  district's  monthly  payday.   The  board  of 
trustees  has  directed  the  business  manager  to  make  recommendations 
on  changing  the  designated  monthly  payday.   The  board  will  consider 
this  matter  in  January,  1979- 

DEPOSIT  OF  CASH 


RECOMMENDATION  Page  50. 

"We  recommend  that  the  center  and  the  school  district  business  office 
personnel  make  daily  intact  deposits  directly  to  the  county  treasurer 
when  they  have  accumulated  a  reasonable  amount  of  receipts." 

COMMENTS:   Concure,  see  comments  under  Recommendation,  page  51. 

REVENUE  COLLECTION 

RECOMMENDATION  Page  51  • 

"We  recommend  that  the  center  implement  procedures  to  ensure  that 
cash  collections  are  accurately  recorded." 

COMMENTS:   Concur. 

The  cash  collection  procedure  and  deposit  system  will  be  reviewed 
with  emphasis  placed  on  reduction  of  number  of  people  handling  the 
cash,  proper  recording  of  cash  collections,  more  timely  deposit  of 
cash,  and  better  safe  keeping  of  the  money  before  depositing. 

No  one  other  than  authorized  office  personnel  is  writing  receipts 
at  the  Helena  Vocational  Technical  Center  at  this  time.   This  system 
was  fully  implemented  in  concurrence  with  the  recommendations  in  the 
audit  report  at  the  time  of  fall  registration. 

UNNECESSARY  FUNDS 


RECOMMENDATION  Page  5^ ■ 

"We  recommend  that  the  school  district  close  the  Dormitory  Fund  and 
the  Work  Study  Fund,  and  use  the  Tool  and  Entrance  Fee  Fund  only  when 
a  clearance  account  is  required. 

We  recommend  that  legislation  be  enacted  to  permit  school  districts  to 
make  refunds  without  decreasing  spending  authority. 

We  recommend  that  the  Board  of  Public  Education  establish  a  policy  re- 
garding the  authority  for  centers  to  use  Insurance  claim  proceeds." 
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COMMENTS:   Concur. 

The  first  recommendation  is  in  the  process  of  being  completed. 

The  second  recommendation  is  satisfied  by  Section  75"6Bll.2,  R.C.M., 
]3hJ ,    enacted  in  1977  which  allows  this  type  of  handling  of  cash 
refunds . 

We  appreciate  the  third  recommendation. 

UNRECORDED  REVENUE 

RECOMMENDATION  Page  55- 

"We  recommend  that  the  center  seek  the  cooperation  of  the  school 
district  in  ensuring  that  revenue  is  recorded  in  the  proper  year." 

COMMENTS:   Concur. 

This  recommendation  will  be  considered  in  the  review  mentioned 
under  the  Recommendations  on  pages  50  and  51- 

CASH 


Accounting  for  Stucent  Financial  Aid  Cash 

RECOMMENDATION  Page  5"^. 

"We  recommend  that  the  center  implement  an  accounting  system  that 
properly  records  transactions  and  provides  an  adequate  trail  for 
the  student  financial  aid  transactions." 

COMMENTS:   Concur. 

Ledger  accounts  were  kept  on  all  transactions  until  last  year.   At 
that  time  the  Financial  Aid  Department  went  on  computer  and  ledger 
accounts  were  discontinued  with  the  expectation  of  being  able  to  use 
the  computer  printouts  for  record  keeping  purposes.   As  of  July  1, 
1978,  all  transactions  are  again  being  kept  in  ledger  accounts  in 
ink  as  recommended  as  well  as  the  computer  printout  and  checkbook 
for  verification. 

Timely  Record  Keeping 

RECOMMENDATION  Page  60. 

"We  recommend  that  the  center: 

1.  Record  work  study  payroll  transactions  when  they  occur. 

2.  Require  that  monthly  bank  reconciliations  be  prepared  for 
each  of  the  financial  aid  accounts." 
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COMMENTS:   Concur. 

1.  Work  study  payroll  transactions  were  recorded  at  the  end  of  the 
pay  period.   To  record  them  before  that  time  without  knowledge 

of  the  total  amount  required  to  transfer  federal  matching  funds  was 
imposs  i  ble. 

To  remedy  this  problem,  work  study  student  time  sheets  are  required 
to  be  in  the  Financial  Aid  Office  no  later  than  the  third  working 
day  of  each  month  and  all  checks  are  issued  at  once  on  the  fourth 
working  day  allowing  all  transactions  and  transfer  of  funds  to  be 
made  and  recorded  that  same  day. 

2.  Bank  reconciliations  were  prepared  on  all  major  accounts  monthly, 
if  the  minor  accounts  had  only  one  or  two  transactions,  these  were 
sometimes  reconciled  bi-monthly.   As  the  federal  monies  are  com- 
pletely used,  the  balance  in  the  accounts  becomes  zero  and  no  bank 
statements  are  issued  even  though  the  accounts  remain  open  until  new 
monies  are  transferred  from  the  federal  government  to  begin  the  new 
fiscal  year. 

Monthly  bank  reconciliations  are   now  being  prepared  for  all  Financial 
Aid  accounts  as  of  September,  1978. 

Cash  Outside  the  County  Treasurer 

RECOMMENDATION  Page  62. 

"We  recommend  that  the  Board  of  Public  Education  determine  the  best  way 
for  centers  to  process  student  financial  aid  transactions  and  seek  system 
changes  to  facilitate  the  processing." 

COMMENTS:   Do  not  concur. 

Student  Financial  Aid  transactions  are  now  being  kept  in  accordance  with 
proper  accounting  practices  as  per  recommendation  on  Page  58.   The  re- 
commendation is  stated  too  vaguely.   Our  recommendation  is  that  this  is 
a  workable  statewide  procedure  and  should  not  be  changed. 

RECOMMENDATION  Page  62. 

"We  recommend  that  the  center  implement  an  accounting  system  that  properly 
records  student  financial  aid  transactions  and  leaves  an  adequate  audit 
trail." 

COMMENTS:   Concur. 

Cash  Funds 

RECOMMENDATION  Page  63- 

"We  recommend  that  the  center: 


114 


1.  Record  all  cash  balances  on  its  accounting  records. 

2.  Establish  a  nominal  balance  for  the  bookstore  change  fund." 

COMMENTS: 

1 .  Concur 

2.  Concur  -  see  comments  on  recommendation  on  Page  65. 
Cash  Register 

RECOMMENDATION  Page  65- 

"We  recommend  that  the  center: 

1.  Use  the  bookstore  cash  register  to  establish  control  over  sales. 

2.  Reconcile  the  cash  register  control  amount  to  the  daily  deposits, 

COMMENTS:   Concur. 

1.  The  bookstore  cash  register  has  been  modified  to  record  all  sales 
and  is  used  to  "ring  up"  all  sales. 

2.  The  bookstore  cash  register  cash  will  be  reconciled  each  day  with 
the  sales  amount  turned  in  to  the  business  office  and  receipted. 
Fifty  dollars  ($50.00)  will  be  maintained  as  a  change  fund. 

PLANT  PROPERTY  AND  EQUIPMENT 

RECOMMENDATION  Page  67. 

"We  recommend  that  the  center: 

1.  Include  all  capital  equipment  on  its  control  listing  and  record 
equipment  at  acquisition  cost  or  at  fair  value  if  equipment  is 
donated. 

2.  Require  contracts  for  all  lease  agreements." 
COMMENTS:   Concur. 

1.  Equipment  acquired  through  Federal  Excess  will  be  recorded  on  the 
inventory  at  acquisition  cost  and  donated  equipment  at  fair  value. 
The  trucks  which  were  inadvertently  omitted  from  the  inventory  will 
be  properly  entered. 

2.  Hereafter,  any  building  or  major  equipment  leased  by  the  center  will 
be  covered  by  lease  agreement.  This  has  been  a  general  practice  and 
a  lease  for  the  building  we  lease  has  not  been  on  file  only  this  one 
t  ime. 
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INVENTORIES 
RECOMMENDATION  Page  78. 

"We  recommend  that  the  center: 

1.  Implement  physical  controls  to  safeguard  its  inventories. 

2.  Place  valuations  on  year-end  inventories." 

COMMENTS:   Concur. 

1.  Storage  of  inventory  for  the  Roberts  Street  Bookstore  is  a  serious 
physical  problem  because  of  Inadequate  storage  space.   A  system  will 
be  addressed  for  the  use  of  the  Poplar  Street  Parts  Room  as  a  holding 
place  for  bookstore  inventory.   A  log  of  purchased  inventory  will  be 
started  as  a  check  against  total  sales  and  closing  inventory  each  year, 

2.  Bookstore  inventories  will  be  made  to  reflect  dollar  values  for  both 
opening  and  closing  period.   The  same  criteria  for  value  will  be  used 
In  each  period. 

STUDENT  FINANCIAL  AID 

Lack  of  Records 


RECOMMENDATION  Pages  70  and  71. 

"We  recommend  that  the  center: 

1.  Ensure  that  documents  filed  with  the  federal  government  for 
student  aid  programs  are  factual  and  accurate. 

2.  Develop  an  accounting  system  which  would  provide  the  information 
necessary  to  complete  federal  reports  accurately  and  in  accordance 
with  generally  accepted  accounting  principles. 

3.  Determine  that  the  proper  amount  of  administrative  cost  is  assessed 
work  study  employers." 

COMMENTS:   1 ,  2,  3,  Concur. 

Record  keeping  problems  which  arose  due  to  the  new  computer  program  were 
resolved  by  year's  end  and  adjusted  accordingly  on  the  Federal  End  of  Year 
Fiscal  Operations  Report.   The  computer  problems  inherited  with  a  new 
program  have  been  Ironed  out  and  as  a  cross  check,  the  ledger  accounts 
which  have  been  resumed  should  eliminate  any  chance  for  error  In  federal 
reports. 

A  new  ledger  account  which  accumulated  administrative  expenses  has  been 
estab 1 i  shed. 
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Loans  and  Scholarship  Funds 

RECOMMENDATION  Page  72. 

"We  recommend  that  the  center  transfer  control  of  the  Judge  Loble  Loan 
Fund  and  the  Peter  Nelson  Scholarship  Fund  to  the  student  financial  aid 
off i  ce." 

COMMENTS:   Concur. 

This  has  been  done.  The  new  Helena  Vocational  Technical  Center  Staff 
Handbook  as  of  July  1,  1978,  has  set  the  guidelines  of  responsibility 
for  all  student  financial  aid  and  loans  with  the  Financial  Aid  Officer. 

Other  Student  Financial  Aid  Problems 


RECOMMENDATION  Page  72. 

"We  recommend  that  the  center  adopt  procedures  which  require: 

1.  Written  agreements  between  the  financial  aid  office  and 
work  study  employers. 

2.  Financial  aid  award  notifications  to  be  on  file  for  students 
who  receive  aid." 

COMMENTS:   Concur. 

1.  Written  agreements  between  the  Financial  Aid  Office  and  off-campus 
work  study  employers  is  required  by  federal  law.   A  check  of  off- 
campus  employers  show  that  an  agreement  with  all  of  them,  except 
the  Office  of  Public  Instruction,  was  on  file  and  that  an  agreement 
had  been  sent  to  the  Office  of  Public  Instruction  for  signature 
but  was  not  returned. 

In  the  future  no  off-campus  work  study  employee  shall  be  allowed 
to  work  For  an  employer  until  an  agreement  is  on  file. 

2.  Financial  Aid  award  notifications  are  sent  to  all  students  who  submit 
an  ACT  or  CSS  indicating  that  they  are   interested  in  financial  aid 
over  and  above  the  Basic  Grant.   If  these  award  notifications  are  not 
returned,  the  student  is  not  allowed  to  participate  in  the  work  study 
program. 

The  Basic  Grant  is  an  entitlement  and  must  be  paid  to  any  student  who 
meets  federal  requirements.   In  the  future  all  students  who  are  re- 
ceiving Basic  Grant  will  receive  an  award  letter,  but  it  is  not  required 
for  them  to  return  it,  and  it  to  be  in  their  file  by  federal  law  for 
them  to  receive  their  payment. 
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PURCHASES  OVER  $^,000 

RECOMMENDATION  Page  7^1. 

"We  recommend  that  the  center  comply  with  Section  75~6808,  R.C.M., 
19^7,  by  obtaining  bids  for  purchases  exceeding  $^4,000." 

COMMENTS:   Concur,  partially. 

We  agree  that  the  center  should  obtain  bids  on  all  major  purchases 
above  $^,000  pertaining  to  the  operation  of  the  center.   However,  in 
this  case  the  small  tools  purchased  were  for  students  and  not  for  use 
by  the  center.   Vendors  were  contacted  and  invited  to  submit  cost 
quotes.   V/e  felt  that  we  were  acting  in  the  best  interest  of  the 
students  in  obtaining  the  lowest  price  possible. 

We  will  closely  scrutinize  the  estimated  value  of  items  to  be  purchased 
and  will  bid  those  estimated  to  exceed  a  $4,000  value  under  the  provisions 
of  school  law,   the  above  cited  section. 

DORMITORY  FUNDS 


RECOMMENDATION  Page  75. 

"We  recommend  that  the  center  obtain  school  board  approval  for  major 
changes  in  financing  programs." 

COMMENTS:   Concur. 

We  do  feel  that  the  center  should  obtain  school  board  approval  for 
major  changes  in  financing  programs.   However,  this  was  a  temporary 
loan  to  the  building  trades  program  from  the  dormitory  fund  and  was 
repair.   This  should  not  be  considered  a  major  change  in  the  funding 
of  the  building  trades  program.   The  recommended  procedure  will  be 
followed  in  the  future. 

ADULT  EDUCATION 

RECOMMENDATION  Page  76. 

"We  recommend  that  the  center  keep  its  records  separate  from  the 
adult  education  program." 

COMMENTS:   Concur. 

No  fees  from  students  in  programs  other  than  those  funded  with  Post 
Secondary  Vocational  Education  money  (Fund  21)  will  be  collected  nor 
the  students  counted  as  Post  Secondary  Vocational  Technical  students. 

ENROLLMENT  OF  STUDENTS 

RECOMMENDATION  Page  77. 

"We  recommend  that  the  center  comply  with  the  Board  of  Public  Education 
Policy  Manual  for  Vocational  Technical  Centers  or  seek  amendments  to 
board  pol icies." 
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COMMENTS:   Concur. 

Deferred  payments  by  students  for  fees  have  been  eliminated  by  center 
director  mandate  as  of  November  20,  1978,  that  no  student  will  be 
allowed  to  enter  class  without  full  payment  of  fees. 

The  fall  1979  calendar  has  been  amended  (and  will  be  presented  to  the 
local  board  for  approval)  to  allow  for  veterans  to  receive  their  veterans 
check  prior  to  the  beginning  of  the  winter  and  spring  fee  payment  periods, 

INTERNAL  CONTROL 


RECOMMENDATION  Page  80. 

"We  recommend  that  the  center  establish  adequate  control  over  the 
cash  receipts  and  disbursements. 

Proper  segregation  of  duties  between  persons  involved  with  the  pro- 
cessing of  cash  receipts  and  disbursements,  those  recording  cash 
transactions,  and  those  reconciling  the  accounts  do  not  exist  for 
the  student  financial  aid  accounts  and  the  Vo-Tech  acitivites  accounts." 

COMMENTS:   Concur. 

The  suggested  guidelines  for  handling  cash  and  processing  of  receipts 
will  be  followed  as  much  as  our  limited  personnel  will  allow  us  to  do. 

"There  is  not  written  authorization  to  establish  the  student  financial  aid 
accounts . " 

COMMENTS:   Concur. 

We  will  request  permission  from  the  Board  of  Trustees,  School  District 
No.  1,  for  these  accounts. 

"No  maximum  dollar  limit  exists  for  checi<s  written  on  the  student  financial 
aid  accounts.   Maximum  dollar  limits  have  been  established  for  the  center's 
warrants  written  at  the  school  district's  office;  however,  the  county 
treasurer  has  not  been  informed  of  these  limits." 

COMMENTS:   Concur,  partially. 

When  new  computerized  checks  for  student  financial  aid  are  printed  again 
a  reasonable  dollar  limit  will  be  printed  on  them. 

"A  list  of  authorized  petty  cash  expenditures  has  not  been  established  for 
the  center's  two  petty  cash  funds." 

COMMENTS:   Concur. 

A  list  of  petty  cash  expenditures  has  been  established  but  is  not  in 
writing.   This  will  be  made  a  part  of  the  policy  on  petty  cash  in  the 
Helena  Vocational  Technical  Center  Staff  Handbook, 
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"Responsibility  for  change  funds  and  petty  cash  funds  is  not  vested  with 
one  person.   Persons  with  access  to  the  funds  also  receive  and  record 
cash  receipts." 

COMMENTS:   Concur,  partially. 

In  the  Roberts  Street  Building  only  one  individual  has  been  charged 
with  the  responsibility  for  tiie  petty  cash  fund  and  at  the  Poplar 
Street  Building  only  one  person  has  always  been  responsible  for  this. 
The  second  part  of  this  recommendation  will  be  concurred  with  in  as 
much  as  we  have  personnel  to  do  so. 

"Blank  check  stock  for  the  student  financial  aid  accounts  and  the  accounts 
handled  by  the  district  is  not  adequately  protected  agai nst  unauthor i zed  use." 

COMMENTS:   Do  not  concur. 

Blank  check  stock  for  student  financial  aid  accounts  have  been  stored 

in  accordance  with  federal  guidelines.   The  checks  were  under  lock  and 

the  signature  plates  were  kept  in  the  vault  when  not  in  use.   We  will 
keep  both  in  the  vault  from  now  on. 

"Bank  statements  are  not  always  kept.   No  records  retention  policy  has 
been  established  by  the  student  financial  aid  office." 

COMMENTS:   Do  not  concur. 

Bank  statements  are  on  file  for  all  bank  accounts.   The  Judge  Loble 
Fund  is  on  deposit  with  Home  Federal  Savings  and  Loan  and  they  do 
not  issue  bank  statements. 

"The  check  signers  for  the  student  financial  aid  accounts  are  not  authorized 
in  writing  by  the  center.   The  number  of  check  signers  is  excessive  since 
checks  are  usually  signed  with  a  signature  plate." 

COMMENTS:   Do  not  concur. 

BEOG  and  SEOG  checks  are  issued  whenever  a  student  is  approved  to 
receive  this  assistance  and  the  four  signatures  are  to  insure  that 
two  people  are  present  at  all  times  so  that  a  student  need  not  suffer 
a  delay. 

"Checks  transferring  funds  between  student  financial  aid  accounts  and  warrants 
received  from  DHEW  are  not  restr i ct i vely  endorsed." 

COMMENTS:   Concur. 

This  is  now  being  done. 

"Deposit  tickets  for  the  student  financial  aid  accounts  do  not  list  deposit 
items  separately." 
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COMMENTS:   Concur. 

This  has  been  corrected  and  proper  procedure  is  now  followed. 

"Stale  dated  checks  are  not  written  off  on  a  timely  basis  for  the  student 
financial  aid  accounts." 

COMMENTS:   Do  not  concur. 

This  is  done  in  accordance  with  federal  guidelines. 

"Check  voiding  procedures  at  times  do  not  ensure  that  the  checks  are  written 
off  properly  for  the  student  financial  aid  accounts.   The  center  has  received 
two  series  of  misprinted  checks  from  the  bank  which  should  not  be  retained." 

COMMENTS: 

The  stale  dated  checks  are  written  off  as  permitted  by  federal 
guidelines.   The  misprinted  checks  were  retained  for  auditors  to 
view  and  have  now  been  taken  to  the  bank  for  destruction.  . 

"The  center  does  not  retain  primary  records  such  as  student  registration 
sheets  and  student  issue  sheets." 

COMMENTS:   Do  not  concur. 

We  do  have  these  records  on  f i le. 

"Eleven  percent  (eleven  of  100)  of  our  sample  invoices  were  not  added  prior 
to  the  administrator's  approval.   Thirty-four  of  sixty-five  of  our  sample 
invoices  were  not  marked  as  goods  being  received  at  the  time  invoices  were 
paid." 

COMMENTS:   Do  not  concur. 

The  individual  in  the  business  office  of  the  district  does  not  pay  any 
invoices  at  any  time  until  assured  that  all  articles  have  been  received 
and  she  checks  all  invoices  before  they  are  paid. 

"The  center  has  not  assigned  the  responsibility  for  receiving  goods.   We 
noted  items  received  at  various  locations  and  accepted  by  various  employees." 

COMMENTS:   Concur. 

This  procedure  will  be  changed  to  the  extent  that  we  have  available 
personnel . 

"Adjustments  to  the  center's  receipts  ledger  are  not  always  explained.   This 
makes  it  difficult  to  determine  if  the  adjustments  are  proper." 

COMMENTS:   Concur,  partially. 

The  center  personnel  felt  that  all  Information  which  was  needed  was 
recorded,  however,  for  the  clarification  of  all,  more  documentation 
will  be  used . 
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"Receipts  are  not  always  made  out  to  the  individual  paying  so  they  can  not 
be  traced  to  the  payment." 

COMMENTS:   Concur. 

This  was  done  in  instances  where  small  collections  were  made  in  the 
shops  and  was  for  expediency.   The  practice  will  be  discontinued. 

"Certain  refund  checi<s  to  students  are  delivered  to  the  center  instead  of 
mailing  them  directly  from  the  school  district  office." 

COMMENTS:   Concur. 

Practice  will  be  discontinued. 

"The  center's  booi<k.eepers  and  student  financial  aid  officer  have  access  to 
cash  receipts  and  the  accounting  records  for  the  receipts.   The  bookkeepers 
will  also  at  times  make  the  deposits." 

COMMENTS:   Concur. 

Practice  will  be  changed  as  much  as  limited  personnel  allows. 

"The  combination  to  the  center's  safe  is  not  changed  periodically  or  at  each 
change  in  personnel  who  know  the  combination." 

COMMENTS:   Concur. 

The  combination  to  the  safe  will  be  changed  as  soon  as  this  can  be 
arranged . 

"Checks  are  not  restr i ct i vely  endorsed  immediately  when  received  by  the 
center. " 

COMMENTS:   Concur. 

A  stamp  for  restrictive  endorsement  is  going  to  be  ordered. 

"Receipts  are  not  written  in  all  instances  where  cash  is  received." 

COMMENTS:   Concur. 

This  refers  to  the  small  loans  repaid  to  the  Judge  Loble  Student  Loan 
Fund.   A  procedure  to  correct  this  has  been  established. 

"Receipts  to  the  student  activity  account  are  not  deposited  in  a  timely 
manner. " 

COMMENTS:   Concur. 

Procedure  has  been  changed. 
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ADDENDUM 


RECOMMENDATION  Page  56. 

"We  recommend  that  the  Center: 

1.  Maintain  adequate  accounts  receivable  records. 

2.  Develop  a  standard  procedure  for  billing  accounts 
recei  vabl e. " 

COMMENTS:   Concur. 

1.  Accounts  receivable  records  will  be  maintained  and  will 
be  hi  1  led  month ly . 

2.  We  wish  to  clarify  that  unpaid  work  orders  are  backed 
up  by  holding  repaired  equipment  until  the  account  is 
paid  or  the  equipment  is  sold  to  satisfy  the  account. 

Beginning  Cash  Balances 

RECOMMENDATION  Page  Sh . 

"We  recommend  that  the  center: 

1.  Repay  the  deficit  balance  in  the  operating  fund. 

2.  Make  expenditures  only  to  the  extent  of  its  cash 
col lect  ions . " 

COMMENTS:   Concur. 

1.  The  board  of  trustees  will  consider  approval  of  a  transfer 
of  an  adequate  amount  of  money  to  finance  the  July  1,  1978, 
cash  balance  deficit.   The  transfer  will  be  from  the  Tool 

S  Entrance  Fee  Fund  to  the  Operating  Fund. 

2.  The  budget  limitations  of  the  center  budget  will  be  adjusted 
down  by  the  amount  of  cash  collections  should  they  be  less 
than  the  amount  anticipated  by  the  state  in  establishing 
the  budget.   The  previous  basis  was  the  school  budget  act 

In  Chapter  6?  of  Title  75,  R.C.M.,  19'^7. 


123 


■  OFFICE  OF  PUBLIC  INSTRUCTION  • 

STATE  CAPITOL 

HELENA,  MONTANA  59601 

(406)  449-3095 


December  29,   1978 


Georgia  Rice 
Superintendent 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
Office  of  the  Legislative  Auditor 
Room  135,  State  Capitol 
Helena,  MT  59601 

Dear  Mr.  Brusett: 


MONTANA  LEGISLATIVE  AUDHQfi 


After  reviewing  the  draft  copy  of  the  audit  of  the  Helena  Vocational 
Technical  Center,  we  have  the  following  comments  to  make  regarding  your 
recommendations: 


page  11 
page  12 
page  16 
page  17 

page  22: 
page  54: 


page  62; 


We  concur 

We  concur 

We  concur 

We  have  ducumented  the  basis  for  fund  distribution  for 

FY79  budgets. 

We  concur* 

Section  75-7710  R.C.M.,  1947,  requires  when  construing 

the  law  and  a  conflict  between  general  school  law  and 

chapter  77  (Vocational  and  Technical  Education)  exists 

then  Chapter  77  shall  have  the  controlling  authority. 

Chapter  77  says  nothing  concerning  insurance  claims 

proceeds.  Therefore,  we  believe  the  law,  policies  and 

rules  and  regulations  controlling  the  operation  of  schools 

must  be  used.  The  proceeds  would  be  deposited  to  the 

building  fund  (which  is  a  non-budgeted  fund)  and  expended 

to  effect  repairs,  replacements  or  reconstruction  as 

required. 

We  concur* 


*  Board  for  Vocational  Education  considered  an  accounting  system 
during  FY78.  Action  was  delayed  due  to  an  indication  that  the 
SBAS  system  may  be  a  possible  alternative. 

We  trust  this  reply  will  meet  your  needs. 

Sincerely, 


Executive  Officer 

Board  for  Vocational  Education 


GR:cw 

cc:     Harriett  Meloy 
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